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Editorial Comment 
THE NEW YEAR 


OR the bulk of our population, en- 
} gaged in the ordinary occupations 

of farming, manufacturing, mer- 
chandising, transportation and banking, 
1929 was not a bad year, but on the 
whole a good one, notwithstanding the 
falling off toward its close. 

For a smaller number of the people, 
engaged in the futile pursuit of trying 
to get rich by stock speculation, the 
year was a bad one. 

After the experiences of last autumn 
one might expect a period of diminish- 
ing production and trade, of stagnation 
and unemployment. At all events, this 
has been the usual history of previous 
crises. 

But since the crisis of 1929 differed 
from its predecessors in important re- 
spects, it is not illogical to expect that 
the history of the subsequent period will 
not be the same. 

Could the ill effects of the late stock 
speculation collapse be limited to those 
immediately concerned, little sympathy 
need be wasted on them. They might 
be left to reap the consequences of their 
folly. 

It is recognized, however, that such 
a disastrous collapse in the prices of 
stocks contains possibilities of wide- 
spread suffering that may extend to all 
classes. 

To prevent such a possibility from 
becoming an actuality the President of 
the United States has called into con- 
ference representatives of leading in- 
dustries of the country with the object 
of prudently speeding up construction. 
He has received a gratifying response to 
his overtures, and no doubt the assur- 


ances of co-operation received by the 
President will do much to prevent the 
spread of unreasoning distrust and the 
distress that would have followed upon 
such a mental state. 

While the action of the President is 
altogether commendable, there is some 
danger that this program of speeding up 
construction and production may out- 
run the prudent limits which he has es- 
tablished. 

Although the capital funds of the 
country will be more wisely employed 
in providing credit for constructive en- 
terprise than for undue speculation in 
stocks, if overbuilding and overproduc- 
tion shall result from the President's 
conferences, new trouble of a different 
though serious kind may ensue. This 
will not be the case if general business 
should keep up to a high level, or if it 
should appear a little later that some 
of the rather generous outlays now 
promised should not be warranted by 
the outlook for the future. 

At any rate, while a comparatively 
few were hard hit in Wall Street, the 
country as a whole remains unimpaired 
in the productive resources of farm, 
factory and mine, and more than all in 
the enterprising character of the people. 
That is the hopeful factor with which 
we enter upon the New Year. 


THE FEDERAL RESERVE SYSTEM 
AND INFLATION 


ing System is largely responsible 
for the two periods of inflation 
and collapse experienced by this country 


1 


"Tine § the Federal Reserve Bank- 
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in 1920 and 1929 must be the consid- 
ered verdict of history. This is true de- 
spite the fact that each of these dis- 
asters was world-wide in its origin. For 
it should be the part of a properly 
managed central bank to envisage world 
conditions, particularly as to how they 
may affect our own situation, and to 
act accordingly. 

No general indictment of the Federal 
Reserve System is worth anything. with- 
out a bill of particulars. 

In the first place, the linking up of 
banking to the Government through 
the Federal Reserve Board, appointed 
by the President of the United States, 
establishes a condition almost sure to 
be inflationary, as has been experienced 
more than once in our recent financial 
history. The desire of the Government 
to borrow at a low rate has, on several 
occasions, conflicted with a true bank- 
ing policy looking toward a higher rate 
of discount. But this is not all. In 


a political campaign, when it is thought 
desirable to keep the car of prosperity 


running at high speed, although a 
sound credit policy may dictate the 
application of the brakes, the views of 
the party in power are apt to prevail, 
as they did in the campaign of 1928. 

Then there are the huge market 
operations on Treasury bills, and the 
borrowings by banks on these obliga- 
tions. It has been said that the banks 
can take their Government paper, in 
the form of Treasury certificates, to 
the Federal Reserve banks, use this 
paper as security for loans, receiving 
Government paper (Federal Reserve 
notes) for the proceeds, which in turn 
can be employed in stock speculation. 

That this close connection between 
the Government and the country’s 
banking system is vicious in principle 
has been long recognized in theory. 
That it is so in practice has been amply 
demonstrated in 1920 and 1929. 

The Federal Reserve Board, sitting 
at Washington, should be abolished—— 
not for want of administrative capacity, 
but because the principle upon which 
its creation and functions are based is 
wrong. 


With the board out of the way, the 
Federal Reserve banks would be still 
subject to the existing law and to the 
further will of Congress. They could 
also be supervised in a general way by 
the Comptroller of the Currency as 
are the national banks. 

If it is thought necessary to have a 
central board or council of some kind 
to formulate and enforce a degree of 
uniformity in banking policy, this body 
should be chosen by the Federal Reserve 
banks, and should be composed of 
representative bankers and __ business 
men. In this way the direct connec’ 
tion of the Government with the Fed’ 
eral Reserve System would be broken, 
but the interests of the public would 
be safeguarded by the law itself and 
by the supervision of the Comptroller. 

But there.is an even greater possi: 
bility of inflation—a possibility which 
has been actually manifest—in other 
features of the Federal Reserve Act 
yet to be mentioned. 

The idea of consolidating a portion 
of the country’s banking reserves fot 
use in expanding credit when necessary 
and for protecting really solvent banks 
from unmerited runs, was_ entirely 
sound in principle. But surely experi- 
ence has shown that the principle has 
been greatly overworked. By taking 
over from the vaults of member 
national banks all of their legal reserves, 
placing them with the various Federal 
Reserve banks, the bridge was made 
much broader than the flood, and 
rediscounting and credit expansion 
fostered to a dangerous extent. 

That it is desirable to have an ample 
supply of credit available to trade and 
industry, at a reasonable rate, is an 
axiom of sound banking theory. But 
this affords no warrant for an excessive 
supply of credit—far more than trade 
and industry will absorb—that may 
be used in boosting the prices of stocks 
to the sky. 

By taking over all the legal bank 
reserves, as above indicated, the Fed- 
eral Reserve banks were enabled to 
expand credit far beyond the country’s 
legitimate ~demands. _Rediscounting, 
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once looked on as a sign of banking 
weakness—or at least as something to 
be resorted to only occasionally and to 
meet temporary needs—has become 
respectable, and by many banks is now 
looked on as quite the usual thing. 

The possible and actual inflation of 
credit due to the taking over by the 
Federal Reserve banks of so large a 
portion of the country’s banking 
reserves should be corrected by requir- 
ing the member banks to keep a larger 
portion of their reserves in actual cash 
in their own vaults. 

Cutting down reserves far below 
what were required before the enact- 
ment of the Federal Reserve law has 
been another source of _ inflation. 
Whether it is desirable to go back to 
the old ratio or not in all cases, the 
banks in the great financial centers of 
the country should be required to hold 
reserves much above those now permis- 
sible. At present they are manufactur- 


ing credit on too slender a basis. In 
saying this it is recognized that the 
actual reserves of many of the leading 


banks, perhaps of the majority, are much 
greater than the mere legal require- 
ment. But the reduction in required 
reserves has been contributory to infla- 
tion, and a change of policy in this 
respect is clearly indicated. 

Another feature of the Federal 
Reserve Act inflationary in character is 
found in the Federal Reserve notes, 
which are obligations of the United 
States. This makes them available as 
reserves for state banks, thus basing 
one credit upon another. 

These are some of the outstanding 
inflationary features of our banking 
system, or of that part of it repre- 
sented by the Federal Reserve. To 
them careful attention should be given 
if we hope in the future to be measur- 
ably free from disasters like those of 
1920 and 1929. 

No banking system that man’s wit 
can devise will make the foolish wise, 
but at least our banking system should 
not be such as to put a premium on 
human folly. 

Even in the safest of enterprises 


credit can be profitably employed only 
by the few. When the many attempt 
to employ it in hazardous speculation, 
disaster is the certain result. 

The Federal Reserve System, as at 
present constituted, encourages specula- 
tion. Our propensity to speculate does 
not need encouragement but restraint. 
How this restraint may be imposed to 
a certain extent has been pointed out 


above. 


POLITICS AND PANICS 


O doubt the party now out of 
N power will attempt to profit 

politically by the recent stock 
panic by attributing it to those who 
hold the reins at Washington. All this 
will be according to precedent. But 
this attempt, and others of a like 
nature, will bear careful examination. 

There have been panics during 
Republican rule and while the Demo- 
crats had the upper hand. Those of 
1873, 1907 and 1929 occurred under 
Republican rule, that of 1893 under 
Democratic. Thus the Republicans 
have the worst of it. This is partly 
explained by the fact that from 1860 
to date the Republican party has had 
control of the national administration 
in all the four-year periods except 
from 1885-89, 1893-97, 1913-17 and 
1917-21. In other words, in a period 
of sixty-eight years from 1861-1929 
the Republicans have been in power 
for fifty-two years and the Democrats 
for only sixteen years. So it will be 
seen that, compared with their oppor- 
tunities, the Democrats have displayed 
a capacity for making mischief quite 
equal to their opponents. Very likely 
neither party can be justly charged 
with much responsibility for the up- 
heavals that have taken place in the 
recent history of the country. 

There are, manifestly, some political 
controversies that contain dangerous 
possibilities. Such was the free-silver 
issue of 1896 and subsequent years. 
So would be the prospect of a sudden 
and radical change in the country’s 
tariff policy, or any other issue involv- 
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ing a sharp reversal of the bases on 
which business has been built. Fortu- 
nately, issues like these do not often 
appear or gain much popularity. Free 
silver is quite as dead as mutton; both 
Democrats and Republicans are now 
protectionists. 

While therefore the panic of 1929 
may not be good campaign material 
in next year’s Congress campaigns, and 
much less valuable in 1932, it will be 
well if the politicians can extract some 
lessons from the great disaster and help 
in arousing public opinion in favor of 
such corrective legislation as may be 
found desirable and practicable. 

It is regrettable that a great deal of 
our banking and financial legislation 
has been enacted while the people 
were smarting from wounds received 
during a commercial or financial panic. 
We do not repair the roof while the 
weather is fine, but wait till the floods 
come. The cloud, heavy with the 
deluge, has hung above our heads for 
two years. Nothing was done to pro- 
tect us against the deluge until the 
cloud burst. 


EFFECTIVE CLEARING-HOUSE 
SUPERVISION 


lished recently in the New York 
has 
bank examination and 
supervision exercised by the New York 


[ a series of advertisements, pub- 


newspapers, attention been 


called to the 


Clearing-House Association. From 
these advertisements it is learned that 
the clearing-house committee “may 
examine, or cause to be examined, any 
member whenever deemed by it in the 
interest of the association and, in its 
discretion, may require any member to 
protect its balances resulting from the 
exchanges by depositing with the com- 
mittee satisfactory security or other- 
wise.” 

In actual practice such examination 
is made of each member bank at least 
once a year. This is in addition to the 
state and Federal Government exam- 
inations. 

The examination by the clearing- 


house is made in the interests of sound 
banking and the protection of depos- 
itors’ funds. It is conducted by capa- 
ble men, in close contact with New 
York banking affairs, and each report 
is closely reviewed by the clearing-house 
committee. 

From the constitution of the New 
York Clearing-House Association it 
appears that among other things the 
organization was formed for “the pro- 
motion of the interests of the members 
and the maintenance of conservative 
banking through wise and _ intelligent 
co-operation.” 

Results of this “wise and intelligent 
co-operation” have been highly satis- 
factory, for banking failures in New 
York involving loss to depositors have 
been very rare. This has not been 
altogether due to clearing-house super- 
vision, for the New; York banking law 
—as a rule capably administered—and 
the banking traditions of the city have 
been strong contributory factors in 
establishing this creditable record. But 
the supervision exercised by the New 
York Clearing-House Association has 
also been a factor of the greatest im- 
portance. 

Through these joint agencies of bank 
control a feeling has been created to 
the effect that the banks of New York 
are safe—a feeling amply warranted 
by their honorable record for many 
years past. Great credit must be given 
the New York Clearing-House for its 
work in establishing and maintaining 
this confidence in the banks of the 
country’s financial center. 

The results achieved by clearing: 
house examination and supervision in 
New York, Chicago and other large 
cities of the country—and it was 
Chicago that led in this work as at 
present carried on—raise the inquiry 
of whether or not all banks of the 
United States may not be brought 
under a somewhat similar system of 
control. It is realized that ‘“‘clearing- 
houses” in the smaller towns and cities 
cannot be quite the same as the organ- 
izations in the larger cities; but they 
could be made, at least, to represent 
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banking organization formed for wise 
and intelligent co-operation. It is 
believed that if all banks in the country 
should become members of such an 
organization, having its center in the 
leading commercial city of the various 
sections of the United States, the record 
of bank failures, unprofitable banking 
and unsound banking practices could 
be vastly improved. 

Work of the character indicated is 
being carried on by the “regional clear- 
ing-houses” formed under the auspices 
of the Clearing-House Section of the 
American. Bankers Association. 
Whether the constitution of these 
“regional clearing-houses” is in all 
respects satisfactory or not, the move- 
ment represents a long and important 
step in the right direction. 

In some way it is hoped that the 
time is not far off when all the banks 
of the country will be members of an 
organization, formed on practical lines, 
for “the promotion of the interests of 
its members and the maintenance of 
conservative banking through wise and 
intelligent co-operation.” 

Banks may object that such member: 
ship, entailing examination by a com- 
mittee of bankers, would limit their 
independence. But with many banks 
the alternative to a partial surrender 
of their complete liberty is failure or 
being gobbled up by a big bank or 
holding company. From this prospect 
supervision of banks by bankers offers 
an honorable means of escape. 


THE WAY TO BETTER BANKING 


N the course of an address at the 

San Francisco bankers’ convention 

George W. Davison, president of 
the Central Hanover Bank and Trust 
Company, New York, said: 


“That the way to better banking 
lies along the road of a banking system 


intensively concentrated to the last 
degree, I am not prepared to admit; 
indeed, I am disposed to deny that 
better banking and huge banking con- 
solidations which tend to reduce 


materially the individualism of Ameri- 
can banking are at all synonymous. 
Good banking is good banking, whether 
in the large or in the small, and it is 
my firm conviction that the best 
possible banking can be done just as 
well by the banks in the sparsely settled 
agricultural regions as by the larger 
banks of the towns and the much 
larger banks in the cities.” 


At a time when the small unit bank 
is being widely attacked, these vigorous 
words spoken in its defense will be 
welcome to those who believe that this 
type of banking has been an important 
factor in the country’s prosperity, and 
that its future is far from hopeless. 
Because there has been of late a very 
high rate of mortality among these 
smaller banks is no reason why they 
should be sacrificed altogether until we 
are first sure that the defects developed 
in this type of banks are incapable of 
being remedied. 

The title of Mr. Davison’s address 
was “Banking Evolution in America.” 
This address was published in full in 
the November number of THE BANKERS 
MacaZINE, beginning at page 717, and 
it will repay a careful reading. As an 
alternative to branch banking Mr. 
Davison proposed the development of 
closer relations between the city banks 
and their numerous correspondents. 

There is hardly a bank in the country 
so small and insignificant as to be with- 
out a correspondent bank in some of 
the larger financial centers. Perhaps 
in the past the city bank has not been 
so regardful as it might have been of 
the responsibilities which such a rela- 
tion entails. It could have done more, 
without interfering with the liberty of 
its correspondent, to insure that the 
latter would conduct its operations along 
sounder and more profitable lines. 

To assure the proper development of 
this relation would involve greater care 
on the part of the city bank in admit- 
ting banks to correspondent relations. 
In fact, the term “correspondent” might 
well be given a greater significance, 
implying that the city bank has a much 
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deeper concern in the welfare of its 
correspondents than has always been 
the case heretofore. On the other hand, 
if the city bank is to stand somewhat 
in a parental relation toward its cor- 
respondents, the latter should refrain 
from unfilial conduct. 


PROFITS OF THF FEDERAL 
RESERVE 


NE of the several authors of the 

Federal Reserve Act—Senator 

Glass of Virginia—in a recent 
letter has expressed his intention of 
pressing upon the attention of Congress 
a bill giving to member banks a large 
participation in the earnings of the 
Federal Reserve banks. He points out 
that the Government has not one dollar 
of proprietary interest in these banks, 
and that the only privilege for which 
compensation could be expected is the 
note issue right, for which the Senator 
says the Government has been more 
than compensated by the routine and 
incidental services rendered by the 
banks as governmental agencies. He 
goes on to say: 


“Apart from this invaluable routine 
service, the agencies of the Federal 
Reserve banks have been, time and 
time again, employed in floating Gov- 
ernment securities both of a permanent 
and current nature. 

“In addition to this, the Federal 
Reserve System has already paid into 
the Federal Treasury earnings vastly 
in excess of all the franchise tax 
received from all the national banks in 
the United States for the entire period 
from the establishment of the National 
Banking System to the adoption of the 
Federal Reserve System. One _ year 
alone these earnings aggregated $62,- 
000,000.” 


Much oratory has been employed to 
demonstrate the claim that the Federal 
Reserve banks must never be looked 
on as profit-making institutions. They 
were designed solely for service! No 
doubt this view was very acceptable 


to the Federal Reserve Board and to 
the twelve Federal Reserve banks 
eagerly engaged in spending the other 
fellow’s money in the erection of nu- 
merous costly and magnificent bank 
buildings, and in the support of a large 
and rather ornamental financial hier- 
archy which the Federal Reserve Act 
had created. So prodigal had these 
expenditures become that Congress 
passed a law forbidding the further 
erection of bank buildings without 
special authority from Congress. 

It is not at all plain why the Treas 
ury of the United States should be so 
large a beneficiary of profits derived 
from the Federal Reserve System, since 
the funds for its establishment were all 
furnished, under compulsion, by the 
national banks of the country. As to 
compensation for the right of issuing 
notes, to which Senator Glass refers, 
it is doubtful whether the Government 
is entitled to compensation for con- 
ferring that privilege on the Federal 
Reserve banks. The coining of money 
is, unquestionably, a Government func: 
tion, but the function of issuing notes 
is one that should appertain to banks 
alone. True enough, the Government 
is a guarantor for the payment of the 
Federal Reserve notes, but it would be 
better if the notes were made obliga- 
tions of the Reserve banks, and not of 
the Government. At any rate, the 
guaranty is one not likely to cost the 
Treasury anything, since the notes are 
adequately secured. 

Justice demands that a much larger 
share of the profits of the Federal 
Reserve banks should go to the member 
banks that have contributed all the 
funds to create the Federal Reserve 
System. 


A PRACTICAL BANKERS 
ORGANIZATION 


Act brought about an important 
cohesion of what had been a 
and _ disorderly 
banking system, and while the Ameri 
can Bankers Association has performed 


Aas trou the Federal Reserve 


rather heterogeneous 
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services of inestimable value to the 
banks of the country, recent banking 
history -warrants the conclusion that 
there are deficiencies still existing in 
our banking systems capable of further 
improvement, to be applied, perhaps, 
by a new form of organization 

The American Bankers Association, 
with two or three exceptions, has 
refrained from entering into what 
might be called the domain of actual 
business. It has taken practical meas- 
ures for protecting its members against 
fraud, and has gone into the business 
of publishing a magazine. It has also 
instituted the A. B. A. Travelers 
Cheques. Through the papers and dis- 
cussions with which the conventions 
have been occupied during the long 
history of the organization, the prin- 
ciples and practices of sound and profit- 
able banking have been accurately 
defined. But the application of these 
principles and practices has been left 
to the individual banks, and it can 
hardly be said that these good lessons 
have been taken to heart as_ they 
should have been. The American 
Bankers Association did not wish to 
interfere with the liberty of its mem: 
bers, and has lacked authority to en- 
force its precepts and practices. 

May this not be an opportune time 
for the creation of a supplementary 
bankers’ organization that would not 
invade the field now occupied by the 
American Bankers Association, but 
would engage in activities from which 
the latter organization has kept aloof? 

Membership in such an organization 
as is contemplated might confer the 
following advantages: 

(1) A system of bank inspection 
obligatory on all members. 

(2) The best methods of account- 
ing. 

(3) Methods of management 
adapted to varying conditions. 

(4) Exchange of credit information. 

(5) Co-operation on credit policy. 

(6) Some degree of mutual service 
in making investments. 

If the members of such an organiza- 
tion were carefully chosen and held to 


strict compliance with its rules, mem- 
bership would imply conformity to the 
established principles and practices of 
safe and successful banking. 


ORIGIN OF THE STOCK PANIC 
[roe the real origin of the recent 


stock collapse may be traced to 

undue speculation, without proper 
regard to value, and carried on to a 
considerable extent on credit by those 
not properly equipped in capital and 
information to succeed in the spec- 
ulator’s game, is a fact apparent 
enough. This unwise use of specula- 
tion was no doubt abetted by excessive 
supplies of credit by the Federal 
Reserve banks, the member banks, and 
by the much-abused “others.” 

But the immediate cause of the dis- 
aster was the withdrawal of foreign 
funds from New York. That this was 
a contingency to be looked for was 
pointed out in these pages as long ago 
as last September. Although the high 
rates for money here attracted money 
in large volume from Europe, and from 
some countries where it was badly 
needed, European bankers for a long 
while have not looked on our specu- 
lative situation with anything like the 
degree of complacency with which it 
was regarded here. It was therefore 
natural that they should be first to 
scent the coming danger, and to take 
action in accordance with their fears. 
This they did. Undoubtedly there 
were signs which the European bankers, 
and our own as well, could not fail to 
regard as omens of coming trouble. In 
addition to glaring evidences of over- 
speculation, a decline in major busi- 
ness activities from August to October 
had taken place in this country, while 
various events in Europe were causing 
concern. Of these latter The Statist of 
London said in its issue of November 
bi 


“We are at the present time witness- 
ing a near approximation to an inter- 
national credit crisis. The storm center 
is now in Wall Street, but before the 
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wholesale liquidation in that center 
made itself felt there had been signs 
of impending trouble in other parts of 
the world. For example, the specula- 
tive boom in the London Stock Ex- 
change had given way to a general 
depression accentuated by a series of 
spectacular collapses in the shares of 
companies associated with a number 
of financial groups. On the Continent 
of Europe serious industrial and bank- 
ing difficulties had for some time been 
apparent. A textile failure in Italy, 
the disappearance of one of the oldest 
established banking institutions in 
Austria, the heavy tone of the Brussels 
bourse, and the reported immobilization 
of substantial banking assets in Belgium, 
these are some of the indications which 
had recently become observable of a 
growing malaise in the European indus- 
trial and financial spheres. In other 
parts of the world similar indications 
were not lacking. In South America 


there was the persistent weakness of 
the Argentine exchange, and the in- 
ability of Brazil to obtain the help of 


foreign capital in its endeavors to con- 
tinue the coffee valorization scheme. 
In Australia, decades of unhealthy 
economic development, based upon 
artificial protection of domestic indus- 
tries and of wages, were leading to a 
fundamental weakening of the exchange 
position for which gold exports can be 
little more than a palliative.” 


A panic partakes somewhat of the 
nature of a drama. The stage is set 
and all the elements are present to 
bring about the catastrophe. What 
actually causes it to happen—in a play 
a chance remark or an apparently 
trivial incident, and in a panic an in- 
opportune expression of expert opinion, 
a bank or brokerage failure, or some 
disturbance thousands of miles away—- 
these are among the immediate causes 
of precipitating the catastrophe. Wit- 
ness in 1893 the preceding Baring 
troubles and bank failures in Australia; 
in 1907 financial difficulties in Japan, 
and the failure of a New York trust 
company. 


But, of course, foreign difficulties 
would leave us undisturbed were not 
our own situation precarious. So, in 
the recent case, European and other 
troubles could not have had their fatal 
repercussions here had not our maga- 
zine been overcharged with explosive 
material. 


NEW YORK BANKS AND THE 
PANIC 


ECAUSE at the time of the 
recent stock collapse the New 
York banks were largely out of 
the market, they were in a position to 
render substantial aid when the crash 
came. This will be illustrated by the 
following extract from the November 
issue of the Federal Reserve Bulletin: 


“Credit developments during the last 
month were characterized by large 
liquidation in the field of security 
loans. The decline in security values 
which took place in the latter part of 
October was reflected in a reduction 
for the month of $2,400,000,000 in 
brokers’ borrowings, as reported by 
the New York Stock Exchange. A 
large part of this reduction occurred 
during the last week of the month. 
Loans to brokers by nonbanking lenders 
declined by  $2,000,000,000 during 
October, reflecting withdrawals of funds 
from the call-loan market by. foreign 
lenders, investment and trading com: 
panies, and other corporations and 
individuals. Loans to brokers for out- 
of-town banks, which include a con- 
siderable amount of loans for account 
of their customers, decreased by 
$800,000,000, while loans by New 
York City banks for their own account 
increased by $1,000,000,000. At the 
same time the banks in New York City 
also increased their security and other 
loans to customers, and their invest: 
ments. Combined figures for the 
weekly reporting member banks in 
leading cities showed an increase in 
total loans and investments from 
October 2 to October 30 of $1,600, 
000,000... Practically all of this un- 
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precedented growth occurred during the 
last week of the month and nearly all 
was at banks in New York City. The 
taking over by the New York City 
banks of brokers’ loans of nonbanking 
lenders and the extension by these 
banks of additional loans to their cus- 
tomers was reflected in a growth from 
October 23 to October 30 of $1,500,- 
000,000 in the New York banks’ net 
demand deposits and in a consequent 
large growth of their reserve require- 
ments, as indicated by an increase of 
$240,000,000 in their reserve balances 
with the Federal Reserve bank. 

“In coming to the support of the 
situation during this period of severe 
disturbance the banks in New York 
City had the assistance of the Federal 
Reserve System. The Federal Reserve 
Bank of New York increased its dis- 
counts for member banks by $150,- 
000,000 during the week and in addi- 
tion purchased $150,000,000 of United 
States Government securities in the 
open market. As a consequence of the 
action of the banks in New York City 
and of the Federal Reserve Bank of 
New York, the liquidation which took 
place in the security market was not 
associated with a rise in money rates. 
Rates on call money, which had de- 
clined from a range of 8 to 9 per cent. 
in September to 6 per cent. in the 
latter part of October, ranged between 
5 and 6 per cent. during the last 
week of that month. On October 31 
the discount rate at the Federal Reserve 
Bank of New York was reduced from 
6 to 5 per cent., the level prevailing 
at the other reserve banks.” 


There is now much discussion going 
on as to what extent the banks are 


able to control credit. It would seem 
that the late trouble was due to the 
fact that depositors had taken control 
out of the banks’ hands. Of course, if 
the banks ‘have lost control of credit— 
or if it is something they cannot effec- 
tively exercise in any case—then the 
banks are largely absolved from re- 
sponsibility for what lately happened. 


Perhaps they would be glad to estab- 
lish such an alibi. 

It is a common practice to indulge 
in abuse of the New York banks as the 
abettors of Wall Street speculation, but 
this time they were far less to blame 
than outside banks, corporations and 
individuals. They were out of the 
market to an extent that enabled them 
to shoulder the burden when the crash 
came. Had they not been in this posi- 
tion, the disaster would have been far 
worse. It may be noted, too, that they 
refrained from participating largely in 
the call loan market when rates were 
high, but went into it when they wer 
low. 


BANK FOR INTERNATIONAL 
SETTLEMENTS 


will, for a long time, be merely 
a new instrument for handling 
German reparations under the Young 
Plan, it hardly becomes necessary to 
explain its statutes and trust agreement 
in detail. The bank will have an 
authorized capital of 500,000,000 Swiss 
francs, divided into 200,000 shares. 
Business may be begun when 112,000 
shares have been subscribed. Its head 
office will be at Basel, Switzerland. 
While the capital subscription has been 
guaranteed by the National Bank of 
Belgium, Bank of England, Bank of 
France, the Reichsbank, Bank of Italy, 
Bank of Japan, and a New York bank- 
ing house, opportunities to subscribe 
for unissued portion of the stock will 
be afforded to the central banks or 
other banks of countries which have 
not participated in the original sub- 
scription. Administration of the bank 
will be vested in a board composed of 
the governors of the central banks of 
the original subscribing countries, 
seven persons representative of finance, 
industry or commerce appointed by the 
governors of these central banks, and 
nine other persons. 
The powers of the bank are broadly 
indicated in the statutes (Articles 20- 
25), as follows: 


Se the institution named above 
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“The operations of the bank shall 
be in conformity with the monetary 
policy of the central banks of the 
countries concerned. 

“Before any financial operation is 
carried out by or on behalf of the 
bank on a given market or in a given 
currency the board shall afford to the 
central bank or central banks directly 
concerned an opportunity to dissent. In 
the event of disapproval being ex- 
pressed within such reasonable time as 
the board shall specify, the proposed 
operation shall not take place. A cen- 
tral bank may make its concurrence 
subject to conditions and may limit its 
assent to a specific operation or enter 
into a general arrangement permitting 
the bank to carry on its operations 
within such limits as to time, character 
and amounts as may be specified. This 
article shall not, however, be read as 
requiring the assent of any central 
bank to the withdrawal from its market 
of funds to the introduction of which 
no objection had been raised by it. 

“Any governor of a central bank or 
his alternate or any other director 
specially authorized by the central bank 
of the country of which he is a national 
to act on its behalf in this matter shall, 
if he is present at the meeting of the 
board and does not vote against any 
such proposed operation, be deemed to 
have given the valid assent of the 
central bank in question. 

“If a representative of the central 
bank in question is absent. or if a 
central bank is not directly represented 
on the board, steps shall be taken to 
afford the central bank or the banks 
concerned an opportunity to express 
dissent. 

“The operations of the bank for its 
own account shall only be carried out 
in currencies which in the opinion of 
the board satisfy the practical require- 
ments of the gold or gold exchange 
standards. 

“The board shall determine the 
nature of the operation to be under- 
taken by banks. A bank may in par- 
ticular: 


“(a) Buy and sell gold coin or 


bullion for its own account or for tie 
account of the central banks. 

“(b) Hold gold for its own account 
under earmark in central banks. 

“(c) Accept the custody of goid 
for the account of central banks. 

““(d) Make advances to or borrow 
from central banks against gold, bills 
of exchange and other short-term obli- 
gations of prime liquidity or other 
approved securities. 

“(e) Discount, rediscount, pur: 
chase or sell with or without endorse- 
ment bills of exchange, checks and 
other short-term obligations of prime 
liquidity, including treasury bills and 
other such government _ short-term 
securities as are currently marketable. 

“(f) Buy and sell exchange for its 
own account or for the account of cen- 
tral banks. 


“(g) Buy and sell negotiable securi- 
ties other than shares for its own 
account or for the account of central 
banks. 

“(h) Discount for central banks 
bills taken from their portfolios and 
rediscount with central banks bills 
taken from its own portfolio. 

(i) Open and maintain current or 
deposit accounts with central banks. 

“(j) Accept (1) first deposits from 
central banks on current or deposit 
account, (2) deposits in connection 
with trustee agreements that may be 
made between the bank and: govern- 
ments in connection with international 
settlements, (3) such other deposits 
as in the opinion of the board come 
within the scope of the bank’s func: 
tions. 

“The bank may also: 

“(k) Act as agent or correspondent 
of any central banks. 

“(l) Arrange with any central 
bank for the latter to act as its agent 
or correspondent. If a central bank 
is unable or unwilling to act in this 
capacity the bank may make other 
arrangements, provided that the central 
bank concerned does not object. If in 
such circumstances it should be deemed 
advisable that the bank should establish 
its own agency the sanction of a two- 
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thirds majority of the board will be 
required. 

“(m) Enter into agreements to act 
as trustee or agent in connection with 
international encroachment on obliga- 
tion of the bank toward third parties 
and carry out the various operations 
laid down therein. 

“Any of the operations which the 
bank is authorized to carry out with 
central banks under the preceding 
article may be carried out with banks, 
bankers, corporations or individuals of 
any country, provided that the central 
bank of that country does not object. 

“The bank may enter into special 
agreements with central banks to facili- 
tate the settlement of international 
transactions between; them. 

“For this purpose it may arrange 
with central banks to have gold ear- 
marked for their account and trans- 
ferable on their order, to open accounts 
through which central banks can trans- 
fer their assets from one currency to 
another and to take such other measures 
as the board may think advisable 


within the limits of the powers granted 
by these statutes, and the principles and 
rules governing such account shall be 
fixed by the board. ' 

“The bank may not: 

““(a) Issue notes payable at sight 
to bearer. 

“(b) Accept bills of exchange. 

“(c) Make advances to govern- 
ments. 

“(d) Open current accounts in the 
name of governments. 

“(e) Acquire a predominant inter- 
est in any business concern.” 


It will be seen that the operations 
of the Bank for International Settle- 
ments are subject to the approval of 
the various existing central banks sub- 
scribers to its capital. While the new 
institution is generally regarded as a 
bank of central banks, the statutes 
confer on it power to do business with 
banks, bankers, corporations or indi- 
viduals of any country, provided the 
central bank of that country does not 
object. 


Insurance for Small Borrowers 


the Metropolitan Life Insurance 

Company that it is prepared to 
issue a group policy to banks making 
personal loans to individuals on the 
note of the borrower with one or more 
personal indorsers. At the present 
time this insurance can be written in 
almost every state in the Union and in 
all the provinces of Canada. 

The class of borrowers who may be 
insured is limited to those receiving 
personal loans without security. Com- 
mercial loans or loans on security or 
collateral may not as yet be covered for 
such insurance. 

Furthermore, there must be a stipu- 
lation in the loan making it repayable 
in regular monthly instalments. To 
start with the insurance is limited to 
the borrower’s indebtedness to the bank, 
and as the loan is reduced the indi- 


pr tigeelnene orn is made by 


vidual’s insurance is likewise reduced. 
There must be at least one hundred 
new borrowers added to the plan each 
year. The policy contains a provision 
whereby if less than one hundred lives 
are added in one year the plan will be 
discontinued to new borrowers. 

The maximum amount is $5000 and 
in no event will it exceed the amount 
of the loan on the date the insurance 
becomes effective. 

In the event of the borrower's death, 
the balance unpaid will be the amount 
of the insurance, which will be paid 
directly to the beneficiary—the bank. 
The premium for such insurance is paid 
for entirely by the bank and not by the 
borrower. The approximate cost of 
this insurance is $1 a month per $1000, 
but the company reserves the right to 
recompute the average cost at any time, 
using the ages of the insured lives at 
the time of such recomputation. 
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Today’s Bank Investment Program 


How Scientific Management Policies Can Be Successfully Applied 
to the Bank’s Present-Day Investment Problem 


By EucEeNne H. Burris 
Bank Service Department, Ames, Emerich & Co., Inc. 


bank portfolios who have been func- 

tioning since April, 1928, that the 
problems involved in the investment of 
funds where liquidity was the prime 
consideration were decidedly simplified 
by the high money rates prevailing from 
that date until October, 1929. Those 
problems were reduced by the simple 
expedient of communicating with the 
correspondent bank in New York City 
and arranging to loan funds on call, 
or Stock Exchange ninety-day time 
loans; or by the purchase of prime com- 
mercial paper and bankers’ acceptances. 
Such liquid forms of short term invest- 
ment yielded over that period returns 
greatly in excess of those normally 
realized. 

Obviously, thanks for this simplifica- 
tion of investment practice was due to 
the mobilization into the speculative 
markets of a huge proportion of the 
available credit of the country which 
resulted from an abnormal inflation of 
money rates in general which, in turn, 
was the result of stock market specula- 
tion. In September, 1929, the formerly 
speculation-mad public began to sense 
more clearly the inflation which had 
been going on at a cumulative rate 
since 1924 and liquidation began to 
take place. Whereas the cumulative 
process of inflation may be said to have 
proceeded at the rate of arithmetical 
progression, the process of deflation 
which set in took the form of geo- 
metrical progression and the pendulum 
swung violently in the opposite direc- 
tion. The volume of brokers’ loans was 
cut at least in half and money rates 
dropped off rapidly toward the level 
which is normal for a country at the 


[: is needless to remind managers of 


stage of economic maturity now enjoyed 
by the United States. 

Those new banks which began their 
existence during the last eighteen months 
were born with the proverbial “silver 
spoon” and have enjoyed unnatural 
prosperity and abnormally high returns 
from the initial investment of the funds 
derived from capital and surplus paid 
in by stockholders and from deposits. 
These funds were, when possible, quite 
logically invested for the time being in 
the most liquid types of assets which 
were, paradoxically, at the same time 
the most remunerative. Now, however, 
those El Dorado days exist no longer 
and it becomes necessary for the man- 
agement of these new banks to establish 
sound policies of investment prac- 
tice if they are to continue  suc- 
cessful operation in the face of increased 
costs and decreased rates of interest. 
With money rates at the levels prevail- 
ing prior to 1928, the expectancy of 
net earnings must be revised to comply 
with the experiences realized under 
those conditions by banks then operat- 
ing. The cold facts are that national 
banks in 1927 were realizing a net in- 
come per dollar deposited at a rate 50 
per cent. under that of 1910. 

Consequently, it may be timely to 
submit an example of a scientific pro- 
gram of investment based upon prin- 
ciples of proven effectiveness in times of 
easy money. 


SCIENTIFIC INVESTMENT PROGRAM 


For the purposes of the following dis- 
cussion, it is assumed that a new bank 
has been organized in a community, 
other than a Central Reserve or Reserve 
city, whose requirements for banking 
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facilities justify economically the exis- 
tence of the new bank. For the illus- 
tration, let us assume that the deposits 
of the new bank are equally divided be- 
tween demand and time deposits of 
$500,000 each and that the capital and 
surplus together amount to 30 per cent. 
of the deposits. The liabilities of the 
new bank would then appear as fol- 
lows: 


LIABILITIES 
Capital and surplus .......... $300,000 
ee 500,000 
WUE GHNOEIE 4.0 c ccedereswree 500,000 
ON hoi ctvnSeaudeiionwon $1,300,000 


How should these moneys be in- 
vested in order to provide ample liquid- 
ity and sufficient income? 

Primary Reserve: In the first place, 
provision must be made for the legal 
requirements to be kept in cash and for 
cash to meet day-to-day needs. It is 
assumed, for the present purpose, that 
9.6 per cent. of the total resources 
would be sufficient as a primary reserve 
of this sort in this illustrative instance. 

This percentage lis based on the Fed- 
eral Reserve law, which requires that a 
cash deposit be kept with the Federal 
Reserve bank equal to 7 per cent. and 
3 per cent., respectively, of the demand 
and time deposits of a country bank. 
An over-liberal supply of cash in vault, 
$75,000, has been provided, supple- 
mented by $70,000 in short-term United 
States Government bonds, in order to 
provide ample liquidity to meet the un- 
foreseen and indeterminate contingencies 
to which a new bank may be subject. 

Secondary Reserve: From banking ex- 
perience it has been concluded that, 
generally speaking, 35 per cent. of de- 
mand deposits and 10 per cent. of time 
deposits represent proper proportions to 
be invested in quick assets readily con- 
vertible on occasion to meet ordinary 
withdrawals. But a new bank, not as- 
sured of the stability of its deposits, 
should maintain a higher degree of 
liquidity. Let us assume, therefore, 50 
per cent. of demand deposits and 20 
per cent. of time deposits in quick as- 





sets—so much for the relatively perma- 
nent secondary reserve. 

Meeting the Community's Borrowing 
Requirements: A survey of the borrow- 
ing requirements of the community un- 
filled by the other banks operating there 
should enable the management to de- 
termine with fair accuracy how much 
money should be set aside to meet these 
requirements. For the illustration, let 
us assume that 10 per cent. of the total 
resources, or $130,000, will be invested 
in local real estate mortgages and that 
20 per cent., or $260,000, of the total 
resources will be invested in local com- 
mercial loans and discounts. Of course 
each community will present borrowing 
requirements of one type or another to 
varying degrees depending on the ex- 
tent to which the community contains 
real estate, agricultural, industrial and 
merchandising interests. It is assumed 
here that the total immediate borrowing 
requirements of the community would 
amount to 30 per cent. of the resources 
of the bank, or $390,000, which should 
be the amount that the management 
could plan to invest in liquid assets as a 
temporary loan and discount reserve 
fund to be drawn upon as the community 
expresses its demands upon the new 
bank for loan accommodation. Naturally, 
the manner in which loans and dis- 
counts are correlated with the creation 
of demand deposits will result either in 
a liquidation of the assets in this tem- 
porary loan and discount reserve fund 
to provide cash, or in their transfer to 
the secondary reserve account as a re- 
serve against demand deposits. 

Investment Reserve: After sufficient 
liquidity has been established to meet 
withdrawals of deposits and after pro- 
vision has been made to meet the bor- 
rowing requirements of the community, 
there remains money not required for 
these purposes which should be invested 
with the object of providing as high in- 
come as possible, due regard being given 
to safety. In this case, the remaining 


proportion of the resources of the bank, 
about 28 per cent., is to be set aside for 
building and equipment (2.7 per cent.) 
and permanent investment reserve (25.4 
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per cent.). These funds represent in- 
vestments which are more or less perma- 
nent in their nature and not to be 
changed except as it may prove profit- 
able to the bank to do so. The perma- 
nent investment reserve also provides 
means for diversification beyond the 
limits of the local community. 

Expressed in terms of the balance 
sheet, the foregoing reserves would ap- 
pear therefore as follows: 


cally, in that a certain proportion of the 
securities in the fund will mature dur- 
ing the current year; and (b) through 
marketability, which is assured, with 
price stability, because their imminent 
maturity causes such securities to sell 
very close to par. 

In the second place, after the re- 
quirements for liquidity have been 
met, the remaining available resources 
should be employed through the invest- 


LIABILITIES 


Capital and surplus 
Demand deposits 
Time deposits 


Primary reserve 
Short term U. S. Government securities 


Secondary reserve (representing 50 per cent. of demand deposits 


and 20 per cent. of time deposits) 
Temporary loan and discount reserve fund 
Investment reserve 


INVESTMENT OPPORTUNITIES LIE IN 
SCIENTIFIC MANAGEMENT 


The foregoing specific example of an 
ideal scientific investment policy to be 
established at the inception of a new 
bank’s operation contains general basic 
principles for the scientific allocation 
of the resources of a bank. To follow 
the foregoing lines of allocation and to 
employ those proven factors of scientific 
investment practice are the means by 
which a compensatory return on the 
investments of the bank may be realized 
now that high money rates no longer 
provide the generous returns from 
liquid assets. 

The fundamental 
kept in mind is two-fold. In the first 
place, provide amply in the secondary 
reserve for liquidity to meet withdrawal 
requirements by means of short term 
bonds arranged in a revolving fund of 
short term maturities. This provides 
liquidity in two ways: (a) automati- 


principle to be 


Per Cent. of 


total resources 


$125,000 
70,000 


349,700 
390,000 
330,300 

35,000 


$1,300,000 


ment reserve in the most: effective man- 
ner to secure the maximum return and 
compensate for the lower yield realized 
from the more liquid assets contained 
in the secondary reserve. 

The further profitability of the in- 
vestment reserve is to be realized 
through concentrating the effectiveness 
of several factors. From our present 
position in the money cycle, it would 
seem that the greatest possibilities of 
market appreciation are to be found in 
long term securities in a position to re- 
spond to declining money rates. There- 
fore, scientific investment management 
would dictate that bonds of long term 
be emphasized at the present time in 
the securities held by a bank in the 
investment reserve after requirements 
for liquidity have been provided for by 
suficient short term bonds in the 
secondary reserve. 

A certain number of convertible 
bonds or bonds with warrants might 
well be included also, on account of 
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the possibilities of enhancement realiz- 
able as the conversion or warrant 
features become valuable. Such bonds 
should be purchased, however, with 
discretion to insure their eligibility 
from the point of view of safety of 
principal. They should not be acquired 
for speculative reasons. 

Application of the law of investment 
turnover contemplates continuous shift- 
ing of funds from securities in a 
“static” position into other securities 
which are in a position to respond to 
the various factors which result in 
accretion to principal. By definition, a 
“static” security is one without con- 
version or warrant features attached, 
whose market price has reached or is 
near to the call price, which fact 
operates to restrict further advance 
marketwise. Such a security is no 
longer in a position to contribute 
further appreciation to the account as 
a whole. It should be sold and the 


proceeds reinvested in some other 


security of comparable quality whose 


market price is lower than its call 
price and where the likelihood of its 
advancing toward the call price is com- 
parable to that already experienced by 
the “static” security eliminated in the 
exchange. 

Securities which should be treated in 
a manner similar to that applicable to 
“static” securities are those in a posi- 
tion of “wasting capital assets.” The 
reference here is to securities selling at 
a premium, whose maturity is too short 
to permit them to respond to a lowering 
trend in money rates. Consequently, 
the market value represented by the 
premium must inevitably shrink toward 
par as the maturity date of the security 
approaches. Obviously such securities 
should be eliminated in favor of securi- 
ties selling at a discount whose value 
advances toward par as the maturity 
date approaches. 

That it is constructive to eliminate 
securities which are “static” or in a 


position of “wasting capital assets” will 
be apparent from a consideration of the 
chart illustrating the “major factors 
which cause advancing prices of cor- 
poration bonds during a period of level 
or unchanging money rates.” In the 
scientific construction of an investment 
account, the trend of money rates must 
be considered but the maximum of efh- 
ciency may be obtained only when con- 
sideration is given, in addition, to the 
self-evident factors illustrated in the 
chart just referred to, which appears on 
page 12. 

By the means indicated in the chart, 
if money rates are declining, the appre- 
ciation of the account as a whole may 
be accentuated; if money rates are in- 
creasing, the declining prices of the 
long term bonds may be partially 
counteracted. In any event, failure to 
give cognizance to these factors results 
in minimizing the effectiveness of the 
bond account as a contributory element 
in the profitability of bank operation. 

The foregoing discussion provides ‘a 
conception of the opportunities open 
to intelligent and scientific investment 
management. Accurate correlation be- 
tween the degree of liquidity to be 
maintained and the degree of liquidity 
required in the experience of each 
specific bank; meticulous application of 
the principles contained in the law of 
investment turnover; these constitute 
the means of realizing the bank invest- 
ment opportunities which are to follow 
the paradoxical situation just experi- 
enced, where the most liquid forms of 
investment provided the highest re- 
turns. With normal money conditions 
prevailing, we should expect that the 
return from readily liquid assets will 
be approximately two-thirds the return 
from less liquid investments which are 
nevertheless proper components of the 
assets of a bank. Bank investment op- 
portunities are to be realized with 
assurance under normal conditions only 
as a result of thorough application of 
scientific management policies. 





Banking Control Over Speculation 


By Geo. M. CoFFIN 
Former Deputy Comptroller of the Currency 


in the stock market is without 
parallel. 

It has occurred while the basic condi- 
tions of business and industry in the 
United States were sound and prosper- 
ous as never before. The Federal Re- 
serve System gave assurance that the 
financial needs of commerce, industry 
and agriculture would be amply pro 
vided for at reasonable rates of interest, 
and there was a vast reservoir of credit 
in reserve for any such needs, and to 
meet any emergency. 

In spite of the phenomenal earnings 
of great corporations, the index prices 
of commodities showed a decline below 
the index number for 1926. This is 
largely due, doubtless, to improved 
labor-saving machinery raising the pro 
ducing power of the man at the ma- 
chine. Wages measured in actual pur- 
chasing power were never higher, in- 
creasing demand for goods to the extent 
that with mass production instead of 
raising the price of commodities it ac- 
tually reduced them. 

The stage was all set for the diffusion 
of this prosperity until the fatal disease 
of stock speculation set in, stimulated by 
the reports of large earnings of many 
great corporations. 

The National City Bank of New York 
bulletin published tables showing that in 
the year 1928 corporations, not includ- 
ing railroads and public utilities, had 
earned $2,800,000,000—an average of 
12 per cent. on capital invested. One in- 
dustry earned 25 per cent. and four 
others as much as 20 per cent. in 1928. 

With memories of past unhappy ex- 
periences in the minds ‘of leading bank- 
ers and brokers it would seem that there 
would have been sufficient vision and 
wisdom to have prevented such a disas- 
trous calamity as has occurred, and that 
such responsibility actually attached to 
them. 


T HE recent huge collapse of values 


But this responsibility does not ap- 
pear to have been realized, for with the 
exception of the warning issued by the 
Federal Reserve Board in February, 
1929, and that by Mr. Babson early in 
September, 1929, in which he repeated 
the warning of a year before, no serious 
voice against rising prices was raised. 

It is true that the press printed dia- 
grams showing that ninety leading stocks 
were yielding only 3 per cent. on the 
investment, but speculators were bor- 
rowing money at 8, 10 and 15 per cent. 
to carry these, hoping that prices would 
go on rising. With the exceptions noted 
no prominent bankers or brokers seri- 
ously warned the public against the in- 
evitable crash to come. On the contrary 


‘the warnings of the Federal Reserve 


Board and Mr. Babson were rathfully 
resented and derided, and on the day 
that Mr. Babson’s warning was given 
Professor Fisher issued a_ statement 
which in effect expressed the opin- 
ion that the prices of stocks were not 
too high, and figures were published 
to show that the earnings of 1929 were 
even greater than those of 1928. 

In this way the uninformed public, 
relying on information given out by 
those who had intimate inside knowledge 
of conditions and upon their opinions, 
rushed impetuously to the debacle which 
was inevitable when actual conditions 
were fully understood. 


INTEREST POLICY OF THE NEW YORK 
BANKS 


The orgy of speculation was aided by 
the rules and practice of the New York 
Clearing House banks. These banks for 
years had the fixed rule of allowing only 
2 per cent. interest on deposits of out- 
of-town banks. However, for years they 
had been in the habit of making call 
loans for customers as a gratuitous serv- 
ice. 
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The Federal Reserve Board in Janu- 
ary, 1926, began to keep a weekly rec- 
ord of all brokers’ loans by New York 
banks under the head (1) loans for the 
banks’ own account, (2) for out-of- 
town banks and (3) for “others,” name- 
ly, corporations and individuals. As 
stated, these outside loans had been made 
by the New York banks without charge, 
but as interest rates began to rise the 
“others” very naturally preferred to get 
their banks to lend their funds at 6, 8 
and 10 per cent. instead of depositing 
in these banks to earn only 2 per cent. 
under the rigid rules. 

As these outside loans increased in 
volume, the banks decided to make a 
brokerage charge, first of 5 per cent. of 
the interest on the loans and afterwards 
a flat charge of one-half of 1 per cent. 
per annum or one-twenty-fourth of 1 
per cent. a month. 

For this compensation the banks un- 
dertook to select collateral, watch mar- 
gins, make substitutions and safe-keep 
these huge values with the care they gave 
their own loans. 

In this connection it may be noted 
that the only power granted to national 
banks to charge a broker’s fee or com- 
mission for making loans for others is in 
Section 209 of the National Bank Act 
which limits the power “to making or 
procuring loans on real estate” and 
further limits this power to banks lo- 
cated in places where the population 
does not exceed 5000 people. 

The low point of brokers’ loans by 
the New York banks for themselves and 
outsiders was $2,408,000,000 on May 
19, 1926, from which it steadily rose 
year by year, as shown by the following 
table. 

As stock prices rose, the rate of inter- 
est rose, which attracted loanable funds 
from all parts of the world to be in- 
vested in the most liquid and safest 
loans in the world, namely,’ call loans, 


Banks’ Own Account 


March, 1927 
March, 1928 
March, 1929 
October 16, 1929 


with stock exchange collateral amply 
margined. 

The peak of the movement was 
reached on October 16, 1929, when loans 
for out-of-town banks and _ others 
reached the large total of $5,'706,000,- 
000, a sum greatly exceeding the entire 
resources of all the Federal Reserve 
banks. 

And over these loans—sometimes 
called “bootleg loans,” New York banks 
had no control whatsoever, simply act- 
ing as brokers subject to the instructions 
of their clients. 

The effect of these rates of interest, 
mounting as high as 20 per cent., was to 
raise the rate on commercial paper from 
4 to 6 per cent. on government loans 
from 33% to 5¥@ per cent. and, inciden- 
tally, to slow down building construc- 
tion and depress the prices of bonds 
with a fixed rate of interest. 

During the year ended June 29, 1929, 
the national banks as a whole lost one 
billion in deposits to meet which they 
had to sell Government and other se- 
curities held for investment and to con- 
tract their loans. At the same time dur- 
ing 1929 the effect was to draw gold 
from foreign countries and some two 
hundred and fifty millions were im- 
ported. 

The gold reserve of the Bank of 
England fell from a ratio of 60 per cent. 
in June, 1929, to 22.4 per cent. in Au- 
gust in spite of the fact that in February, 
1929, it had raised its discount rate to 
52 per cent. and to 6Y per cent. in 
September, 1929. 


DIFFERENT POLICY OF THE LONDON 
BANKS 


While interest rates were soaring as 
high as 20 per cent. in this country, it 
is notable that in London call loans up 
to September, 1929, did not at any time 
exceed 4.67 per cent. while the rate on 
other loans did not exceed 5.63 per cent. 


Out-of-town Banks For Others 


(in millions) 
$1,091 
1,450 
1,729 
1,831 


$ 824 
1,729 
2,879 
3,875 
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This is directly due to the custom of 
British banks for years to share interest 
with depositors. 

The rate allowed depositors is always 
17% per cent. below the Bank of En- 
gland rate. For instance, during 1927 and 
1928, as shown by the Federal Reserve 
Bulletin for those years, the rate allowed 
depositors was 2/2, rising in February, 
1929, to 3/4 and in September, 1929, 
to 414. The result has been to retain 
control of credit by the banks and keep 
the rate of interest down within reason- 
able limits, and as London has its stock 
exchange and the same human impulse 
for speculation, there is no reason why 
the English-speaking financial center, 
New York, could not have achieved the 
same results by adopting some similar 
profit-sharing plan with their depositors, 
say one-half of the current loan or dis- 
count rate. 

Instead they held rigidly to a 2 per 
cent. rate on demand deposits and at the 
same time agreed to act as brokers for 
their depositors, and under such plan 
actually made less profit for their share- 
holders than if they had shared profits 
with them with interest rates held down 
to 4, 5 and 6 per cent. 

Another effect of making these loans 
as brokers instead of inducing them as 
deposits was that as no 13 per cent. re- 
serve was required on them some seven 
million dollars was provided to fan the 
flame of speculation. 

Now that the inevitable collapse has 
come, the Federal Reserve System, be- 
rated, abused and even accused of 
treachery, has emerged with flying col- 
ors and its policy and condition have 
been acclaimed by the President ds “a 
magnificent tribute to the system.” 


While the Federal Reserve Board was 
holding true to the lawful purposes for 
which the system was designed the New 
York banks by their unwise policy were 
antagonizing the board, with the result 
that the ample resources of the system 
were “frozen,” simply because the law 
plainly forbids their use for purposes 
of speculation in stocks and bonds. 


TIME OPPORTUNE FOR CHANGE OF 
POLICY 


Now that the call rate has fallen, as 
this is written, to 4/2 per cent. and 
these outside loans are going back into 
the banks as deposits, the time is op- 
portune to use the recent experience as 
a guide and make accommodating profit- 
sharing terms with depositors, which 
would enable the banks to control 
credits, a function which unquestion- 
ably should belong to them. 

The disaster raises the question, too, 
whether the unknowing public should 
not be safeguarded against such losses 
as have occurred, and if so if the re- 
sponsibility does not rest with the bank- 
ers and brokers who engineered the 
movement of the stock market with all 
the intimate inside information they had, 
backed by past experiences. 

Some years ago it was my privilege 
to be co-director with Judge Gary on the 
board of a Wall Street bank. In conver- 
sation one day he volunteered the remark 
that President Roosevelt had touched 
the moral sense or conscience of the 
business world. 

Perhaps someone or something is 
needed now to touch the moral sense of 
the financial world of Wall Street, or 
do they take the attitude of “Am I my 
brother’s keeper”? 





Building Post-Merger Morale 


How Can Banks in Combination Go About Finding “Buried 
Human Ability” and Stimulating It to Renewed Activity? 


By I. I. SPERLING 
Assistant vice-president Cleveland Trust Company 


UCH of what has been said and 
M written lately on the subject of 
consolidations among banks has 
centered around the physical aspects of 
the merger; the assembling of assets. 
There has been advertising of “unions 
of resources and facilities for greater 
service.” The emphasis has mostly been 
on great size and strength and greater 
usefulness. Very properly and with 
some success, an attempt has been made 
to interpret the combination in terms 
of increased utility to the average man. 
Banking has traveled far in recent years 
when it thus recognizes the need for 
translating mergers so the layman can 
understand how he benefits by them. 

But there is one phase of the human 
relations’ problem occasioned by mer- 
gers for which bankers (and others) 
are still seeking the solution. That is 
the ancient one of employe relation- 
ships; of stimulating morale and loyalty 
and enthusiasm and _sales-mindedness 
during a most trying period of adjust- 
ment to merger conditions. Of course 
the first thought of the officers and 
employes is “How will the merger affect 
me?” 

James H. Collins in the Nation’s 
Business for November discusses one 
phase of the problem. He quotes a 
banker: “In the average bank the Old 
Man meets the executive of some other 
bank who has the same load. They 
compare notes, figure the economies 
that would be possible through a merger 
and the merger takes place. Immedi- 
ately all precedents are gone. Every 
fellow in both organizations begins 
thinking about holding his job. To hold 
it he knows he must make good. Any- 
thing may happen. 

“When you meet a fellow who ‘has 
20 


been let out after a merger and hear 
his denunciation of Big Business it is 
well to remember you are hearing only 
one side of the case. Maybe his old 
employer would have discharged him 
anyway. 


DISCOVERING BURIED ABILITY 


“What do you say to the merger as 
a method of discovering the buried 
human ability in business? 

“My advice to the man who finds 
his job involved in a merger is to set 
aside all fear and work at least twice 
as hard helping to develop the new 
scheme of things. 

“When a merger is effected it is be- 
cause the public, adjusting itself to a 
new scheme of living, wants better 
goods and service at a particular place. 

“The individual involved in a merger 
in the end will come out where he be- 
longs if he says to himself ‘goodbye 
job; hello opportunity.’ ” 

As the banker points out “for every 
employe dropped at least two -others 
get promoted.” He further says as a 
business grows it accumulates human 
lumber and pet ideas that are equally 
encumbering. “When men are young, 
ambitious and poor,” he writes, “they 
will work to get ahead. As success 
comes they cultivate their vanities and 
put their prejudices into their policies. 
Eventually a house cleaning is needed 
and nowadays it comes in the shape 
of a merger.” 

Now how have the banks in com- 
binations gone about finding “the 
buried human ability” and stimulating 
it to greater activity? 

Let’s look over the very few pioneer- 
ing efforts that have so far been made 
in this new and virgin field. 
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The foregoing quoted paragraphs 
have very ably set forth the situation as 
it affects the individual and his job. 
What follows will show what attempts 
have been made to imbue bank people 
with a renewed loyalty and enthusiasm 
to help the larger institution grow and 
to reassure them as to their places in 
the organization as long as they func- 
tion on the job. 

A large bank in the Middle West 
having many branches took over a 
smaller institution of some 300 em- 
ployes. All the announcements and 
advertisements were careful to avoid 
the expression “absorbed.” Instead the 
word “merger” was used as a nicety. 


BREAKING THE ICE 


At the very first meeting of the 
oficial family the newly-acquired. 
officers were seated at the speakers’ 
table and introduced to their new 
colleagues. 

Later, the new business department 
staged a progressive dinner and tour 
of head office departments for these 
oficers and other contact employes in 
the next stratum. As the bank’s house 
organ reported it: 

“Place cards, which were later worn 
as badges, indicated where each guest 
was to sit at the beginning of the meal. 
An up-to-date map showing the new 
and enlarged distribution of the com- 
pany’s offices was also there to impress 
the newcomers with the size and pres- 
tige of their new institution. The old- 
timers found themselves seated among 
the new people and made the acquaint- 
ance of every one at the table. At the 
end of each course each old-timer 
picked up his glass and napkin, and 
moved on to the next table where he 
met some more new people, and so on, 
between mouthfuls of roast chicken, 
ice cream and cake, coffee and cigars— 
until repletion. 

“Followed then, a tour of the 
various departments of the head office 
under the guidance of the comptroller, 
who served as master of ceremonies and 
explained each department’s function 


and how it affected those newcomers 
who would contact with it.” 

Then for the rank and file, the new 
employes were invited to the regular 
monthly dance of the bank’s social 
organization. Different colored name 
cards were worn by each group and a 
special committee circulated about to 
introduce one to the other. Thus the 
ice was broken. 

Of course the story of the merger 
with pictures of new officers and a 
history of the merged bank were printed 
in the bank’s house organ. The prin- 
cipal “retired” official was gracefully 
written up in the daily newspapers and 
financial publications. There was 


harmony abroad. 

Subsequently the managers of the 
branches taken over were made mem- 
bers of the company’s Branch Man- 
agers Club and formally presented at 
an early meeting. 


A WORD PICTURE OF THE BANK’S 
POLICY 


Handbooks of instructions for new 
employes were distributed. In_ this 
they were told how they might share 
in the constant schedule of commissions 
paid for all new business they might 
bring in. They were invited to take 
part in the company’s athletic and 
recreational facilities; they were told 
the benefits of group insurance which 
they automatically received; of the 
value and economy of consulting the 
bank’s doctor and dispensary; of 
patronizing the company cafeteria; of 
using the bank’s services for their own 
finances. The book, too, gave them an 
idea of the company’s history, its ideals, 
policies and principles. 

And, finally, there is in preparation 
a sales manual which will be distributed 
to all those equipped by temperament 
or experience to sell bank services. This’ 
manual, now becoming extremely popu- 
lar among large banking institutions, 
describes the company’s services clearly, 
briefly and simply in terms of each 
service’s sales appeal. 

The manual follows closely the out- 
line of a recent speaker at the Financial 
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Advertisers Association, an authority 
on sales promotion, who said: 

“The spirit of the text must be en- 
thusiastic. It must be written with 
simplicity and clearness, with illustra- 
tions and charts; with language to stir 


the imagination. Its presentation must 
be properly staged and followed 
through with sales quotas and sales 
organizations. Give everyone to under- 
stand that it is the sales plan and policy 
of the bank put into writing.” 


Present Tendencies in the Bond Market 


By C. W. SILLs 
Vice-president Halsey, Stuart & Co. 


in the bond market justifies more 

optimism than at any time during 
the last year and a half. Speculation, 
which occupied the center of the stage 
throughout the greater part of that 
time, rose to such heights that it inter- 
fered very greatly with the investment 
market and with numerous forms of 
business development which required 
capital at moderate cost. Since Oc- 
tober, 1929, the first long step has been 
taken toward restoring true investment 


Tis present situation and outlook 


to its proper place in the financial 
scheme of things. That the purchase of 
bonds by banks is again under way is 
indicated by the fact that the reporting 
member banks of the Federal Reserve 
System have in recent weeks shown a 
substantial increase in their bond hold- 


ings. Various factors in the financial 
situation have so far prevented any- 
thing like full recovery in the bond 
market. Such strength as has appeared 
has not to any great extent taken away 
the numerous opportunities for obtain- 
ing sound security and liberal income in 
either short or long term bonds. To 
illustrate the values still prevailing 
among different types of bonds, we 
need only compare the levels prevailing 
in recent weeks with those in the early 
months of 1928. A group of thirty 


representative issues, comprising ten 
each from the public utility, industrial 
and railroad groups, showed average 
prices of 102.69, 100.57 and 100.85, 
respectively, as of March 2, 1928. On 
December 2, 1929, the averages for 
these groups were as follows: Public 
utilities, 96.31; industrials, 90.70; rail- 
roads, 95.53. In other words, the pub- 
lic utility bonds were 6.38 points 
cheaper at the beginning of December, 
1929, than they were at the beginning 
of March, 1928; the industrials, 9.87 
points cheaper; and the railroads, 5.32 
points cheaper. Expressed in terms of 
income, public utility bonds yielded 
nearly half of 1 per cent. more at the 
beginning of December, 1929, than on 
March 2, 1928; industrials yielded bet- 
ter than three-quarters of 1 per cent. 
more and railroads, a third of 1 per 
cent. more. This is true, notwithstand- 
ing the fact that there has undoubtedly 
been substantial improvement during 
this time in the security behind the 
bonds included in each of these three 
groups. <A similar comparison of fif- 
teen representative foreign bonds shows 
an average price of 103.94 on March 
2, 1928, and 99.66 as of December 2, 
1929—a difference of 4.28 points, or an 
increase in yield of a third of 1 per 
cent. ; 





The American Banker Sets Up 
Shop Abroad 


Authoritative Discussion of the Phenomenal Post-War Expansion 
of American Over-Seas Banking — A System of 
238 Offices in 38 Foreign Countries 


By CLypE WILLIAM PHELPS 
Head of the Department of Economics, University of Chattanooga 


HERE is no more interesting 

page in the story of American 

banking than that which describes 

the recent great migration of American 
bankers into foreign lands. 

Up until lately the American banker 
was a home-loving body. He set up 
his bank in his town, and there it 
remained to grow up slowly and 
peacefully with the development of 
the community. Even the great banks 
of the large cities—New York, Chi- 
cago, Boston and San Francisco—were 
home town banks. They grew and 
waxed strong, but usually they were 
content to remain fixed in the same 
old place and not wander beyond the 
city limits. 

So it was that by 1914, after more 
than a century of international banking 
by Americans, only eight of our banks 
had got as far as setting up and main- 
taining any banking houses in foreign 
lands. Altogether these eight hardy 
pioneers possessed only twelve houses 
abroad. True, there were also two 
American foreign banking corporations 
which had twenty offices in the foreign 
field. But these were not regular home 
banks and did not do any domestic 
banking business in the United States; 
they were a special type of institution 
formed for the purpose of establishing 
branches in foreign countries and carry- 
ing on an international banking business 
between those branches. 

But after 1914 things began to 
happen. American foreign trade in- 
creased enormously and has remained 
high ever since. American investments 


began to flow abroad in great volume 
and the flow still continues. Impelled 
by the increase in our foreign trade 
and our foreign investments and aided 
by the Federal Reserve Act, American 
banks began to set up shop all over the 
world and the recent phenomenal 
foreign expansion of American banks 
got under way. This is the story of 
that interesting and remarkable move- 
ment of American banks into the 
foreign field. 


EVOLUTION OF THE OVER’SEAS SYSTEM 


As the result of a long evolution, 
sharply accelerated during the last 
fifteen years, there has been built up 
a large and wide-spread overseas system 
of American banks. In nearly every 
country of the globe today are to be 
found offices of our great American 
banks. The American banking system 
is no longer confined within the bound- 
aries of the United States; it has spread 
out over the world. We must begin 
to look at the American banking system 
as logically composed of two parts: 
the domestic system and the over-seas 
system. 

The evolution of the over-seas system 
of American banks, the writer believes, 
may be properly analyzed into the fol- 
lowing stages and phases: 


I. Pioneering Stage. 
A. The era of private banking 
houses, 1810-1887. 
B. The early extension of com- 
mercial banking institutions, 
1887-1914. 
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II. Expansion Stage. 
A. The war 
1914-1920. 
B. The withdrawal 
1920-1925. 
C. The period of recovery and 
renewed expansion, 1925—. 


boom period, 


phase, 


The evolution of our over-seas bank- 
ing organization, indicated by this 
analysis, presents a most interesting 
story. As we read it we see different 
types of American financial institutions 
entering the foreign field in successive 
stages of the evolution. 

In the first of the five periods we 
notice American private banking houses 
(partnerships or  non-incorporated 
firms) reaching out abroad to lay the 
foundations and form the beginnings 
of our over-seas banking organization. 
From 1810 to 1887 private banking 
houses were the only type of American 
banks to establish foreign houses or 
branches. As late as 1887 the entire 
group of American banks abroad con- 
sisted of eight houses belonging to four 
of our great American private bank- 
ing houses. 

In the next period, 1887-1914, in- 
corporated banking institutions came 
upon the scene of foreign expansion. 
Four of our trust companies slowly 
brought themselves to the point of 
entering the foreign field and by 1914 
had a total of six branches abroad. 
This period might be called “the trust 
company period,” to describe the new 
type of banking institution entering 
the foreign movement, were it not for 
the fact that another kind of incor- 
porated banking establishment in the 
form of two American foreign banking 
corporations set up twenty branches 
abroad also at this time. In this period, 
1887-1914, the number of American 
banking houses abroad had also been 
affected by a new private banking house 
joining in the foreign expansion and by 
one of the older private banks giving 
up its foreign establishments. 

The pioneering stage, after being 
under way for more than a century, 
came to an end in 1914 at which time 


the over-seas organization of American 
banks was composed of a group of 
banking offices in ten foreign countries. 
Six of these, all located in England and 
France, were branches of four of our 
trust companies. Six others, all in 
England and France, belonged to four 
of our great private banking houses. 
The remaining twenty foreign branches 
were possessed by two American 
foreign banking corporations. 

WAR BOOM EXPANSION AND REACTION 

The third period, 1914-1920, was 
one of rapid expansion—so rapid in 
fact that it led to a pronounced reac- 
tion in the foreign movement of our 
banks. At this stage in the evolution 
of our over-seas banking organization 
the national banks joined in the foreign 
expansion (being permitted to do so 
at last by the Federal Reserve Act), 
and many war-born foreign banking 
corporations or foreign trade banks 
arose, flourished prodigiously for a few 
years, and died out completely in the 
struggle for the survival of the fittest. 
The American Express Company, Inc., 
was formed to take over the foreign 
branches of the American Express 
Company and to engage solely in an 
international banking business. A great 
enthusiasm sprang up in the banking 
fraternity in regard to foreign expan- 
sion. A number hastened to emulate 
their competitors, who were already in 
the foreign field, and set up establish- 
ments abroad. Many others co-oper- 
ated in creating the ill-fated foreign 
trade banks. The number of foreign 
offices of American banking institutions 
increased from 32 in 1914 to 220 in 
1920. 

This extraordinary expansion, or at 
least a good part of it, was not simply 
rapid; it was wild and unwarranted. 
Foreign offices were established during 
this enthusiastic and over-optimistic 
expansion in places which proved to be 
of little or no commercial importance 
when the war and post-war boom came 
to an end in 1920. Foreign offices 
were established without a trained in- 
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ternational banking personnel to run 
them. These were the reasons why so 
many of our American banking offices 
abroad were closed after 1920. 

Yet there was no reason for that 
deep pessimism which permeated bank- 
ing circles on the subject of foreign 
banking in the fourth period, 1920- 
1925, when scores of American banking 
offices abroad were being withdrawn. 
At that time it was felt by many 
bankers that the foreign expansion of 
American banks had been a great 
failure and that there was no future 
for the over-seas system of American 
banks. If the pessimistic ones had 
only analyzed carefully what was 
happening in the period of withdrawal 
they would have modified their gloomy 
conclusions. They would have seen 
that by far the great majority of 
foreign offices which were closed were 
those established by the unhappy 
foreign trade banks. There were six of 
these ill-fated foreign trade banks. Five 
were created as a result of the war 
boom and one dated from 1913. They 


were a special type of bank empowered 
to engage in international banking but 


prohibited from doing a domestic 
banking business in the United States. 
They had eighty-one foreign branches 
in 1920 and when they failed they 
naturally reduced the total number of 
American banking offices abroad enor- 
mously. 

On the other hand our domestic 
banks-—the national banks, trust com- 
panies and private banking houses— 
maintained their position in the foreign 
field in a very satisfactory manner 
considering the great shock of the 
world crisis of 1920 and the ensuing 
depression. One bank withdrew 
seventeen of the sixty-four foreign 
branches it had established while there 
were few withdrawals on the part of 
all the rest of our domestic banking 
establishments. 

All in all, the great foreign expan- 
sion of American banks between 1914 
and 1920 resulted in definite progress. 
By 1925, when the foreign movement 
had recovered from the disastrous 


effects of the world crisis and depres- 
sion and the period of withdrawal was 
clearly at a close, it was evident that 
the over-seas system of American banks 
had grown considerably in importance 
both in regard to the number of foreign 
offices and the number of our banks 
interested in such offices. 


RECOVERY AND RECENT EXPANSION 


The present, or fifth, period in the 
evolution of the over-seas system of 
American banks began in 1925 when 
it was clear that the movement of with- 
drawal from the foreign field had been 
replaced by a movement of new expan- 
sion. A number of interesting develop- 
ments characterize this present period. 

The national banks, trust companies, 
and private banking houses have con- 
siderably increased the number of 
American banking offices in foreign 
lands. On the one hand, mergers have 
tended to reduce the number of Amer- 
ican banks having establishments abroad 
(for example, the merger of the Guar- 
anty Trust Company and the National 
Bank of Commerce and the absorption 
of the Farmers’ Loan & Trust Com- 
pany by the National City Bank of 
New York, all four of which banks 
had foreign offices). But the entrance 
of other American banks into the 
foreign field has more than off-set the 
tendency to reduction due to mergers. 
Up until the last few years Chicago 
and San Francisco had no banks own- 
ing foreign offices, but lately two Chi- 
cago and two San Francisco banks have 
opened offices abroad. 

In recent years representatives’ 
offices abroad, of which some were 
established by three of our banks in 
the war boom period, have increased 
markedly in number. This means that 
certain of our banks, while not willing 
to go to the length of establishing a 
branch or regular banking office abroad, 
feel the need of close contact in certain 
foreign markets. They establish rep- 
resentatives in foreign cities who send 
credit and commercial information to 
the home offices and co-operate with 
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foreign banks to the end of making 
the international banking transactions 
of their parent banks more efficient. 

Some new types of financial insti- 
tutions, which are not however banks, 
have opened establishments abroad 
during the last few years. Incorporated 
investment houses—the National City 
Company, the Bankers Company, and 
the Guaranty Company—have estab- 
lished thus far eleven foreign offices. 
And the three foreign branches of the 
investment house of Blair & Co. have 
been taken over by the Bancamerica- 
Blair Corporation. A brokerage firm, 
H. Hentz & Co., which does a straight 
brokerage business in commodities and 
stocks and no banking business, opened 
foreign offices in Paris, Berlin, and 
Vichy in 1928 and 1929. An invest- 
ment trust, Founders General Corpora- 
tion, has opened an office in Berlin and 
will open another in London in the 
near future. These are interesting ex- 
amples of the movement of financial 
institutions into the foreign field side 
by side with our banks. 


PRESENT OVER’SEAS ORGANIZATION 


Today the over-seas system of Amer- 
ican banks is composed of 238 offices 


located in 38 foreign countries. The 
great shrinkage in the number of 
foreign offices of American banks due 
to the world crisis of 1920 and its 
aftermath has been made up, and our 
banks have more offices abroad today 
than even at the height of the great 
post-war boom preceding the crisis. 

A number of questions naturally 
arise in regard to our present over-seas 
banking system. What kinds of bank- 
ing institutions have foreign offices? 
What are the names of our banks 
which have offices abroad, and what is 
their relative strength in the foreign 
field? What types of foreign offices do 
they have—regular banking offices or 
simply representatives? In what foreign 
countries are the over-seas offices of our 
banks located? 

The first three questions are answered 
by Table I, and the last question by 


Table II. Table I separates the three 
kinds of American banks which have 
foreign offices—national banks, trust 
companies, and private banking houses 
doing a general banking business. The 
dominance of our national banks in the 
foreign field is striking with their 
possession of 197 out of our 238 
foreign offices. The National City 
Bank of New York, with its 74 direct 
foreign branches and the 20 foreign 
offices of the four institutions owned by 
it, is outstanding among all the 16 
American banks in the foreign field. 
The Chase National Bank ranks second 
with its 3 foreign branches, 3 foreign 
representatives, and the 59 foreign 
branches of the American Express Co., 
Inc., purchased by the Chase in 1929. 
The 28 foreign banking offices of the 
Bank of Italy, of San Francisco, refer 
to the head office and 27 branches in 
Italy of tha Banca d’America e d'Italia. 
In the year 1919, Bancitaly Corpora- 
tion secured the controlling interest of 
Banca * dell’Italia Meridionale with 
head office in Naples. At that time it 
had two branches. Later the capital 
was increased from Lit. 100,000,000 to 
Lit. 200,000,000 and in 1922 the name 
was changed to Banca d’America e 
d'Italia. The head office was trans- 
ferred to Rome and later to Milan 
where it is at present. The Bank of 
Italy and the Banca d’America e d'Italia 
are owned by Transamerica Corpora- 
tion which recently took over the assets 
of Bancitaly Corporation. The foreign 
representative's office of the Bank of 
Italy was established in London in 
1928 and further progress in foreign 
expansion is expected in the next few 
years. 

The Guaranty Trust Company and 
the Equitable Trust Company, which 
are in the lead in the foreign expan- 
sion of the trust company group, 
entered the foreign field before 1900. 
The Empire Trust Company established 
its foreign branch in 1913, and the 
foreign expansion of the other five 
trust companies has been more recent. 
It is interesting to note that the trust 
company group appears to favor the 
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representative type of foreign office 
having 17 foreign representatives as 
compared to 18 foreign branches 
whereas the national banks possess 188 
branches and only 9 representatives. 
In 1920 there were only 7 foreign 
representatives’ offices possessed by all 
American banks; today there are 26. 
Three trust companies and one national 
bank have representatives abroad but 
no branches. Others have banking 
offices in some countries and representa- 
tives in other countries. These prac- 
tices are justified by the banks by argu- 
ing that they want a close contact with 
foreign centers but do not want to go 
to the exent of opening a branch or 
regular banking office where it would 
arouse the antagonism of foreign banks. 

It may be thought that the list of 
private banking houses having foreign 
establishments is too short and that 
some houses have been left out. But 


Table No. Is 
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the three houses listed are the only 
ones having establishments abroad. 
Brown, Shipley & Co. of London has 
been entirely separate and independent 
of Brown Brothers & Co. of New 
York since 1918, and Seligman Brothers 
Ltd., of London and the Banque Selig- 
man of Paris have been completely in- 
dependent of J. & W. Seligman & Co. 
of New York since 1897. There are 
other American financial houses having 
foreign offices but they do not carry 
on, a general banking business and so 
they do not’ belong in Table I, which 
deals with the over-seas organization 
of American banks. 


A REMARKABLE DEVELOPMENT 


What a remarkable development has 
occurred in American banking, prac- 
tically unnoticed, during the last six- 
teen years! A handful of foreign 
offices, less than three dozen in all, 


THE OVER-SEAS ORGANIZATION OF AMERICAN BANKS. 
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Table No. II. 


THE GEOGRAPHICAL DISTRIBUTION OF THE 
FOREIGN OFFICES OF AMERICAN BANKS. 
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maintained by a few American banking 
institutions in 1913 has evolved into a 
great system of 238 foreign offices 
situated in 38 foreign countries and 
belonging ‘to 16 great American bank- 
ing establishments. This certainly rep- 
resents a notable and revolutionary ex- 
tension of our American banking 
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system into the foreign field. It repre- 
sents better financing and care of 
American trade and more satisfactory 
accommodation of American tourists all 
over the world. It creates and adds a 
whole new section to our American 
banking system—a section which may 
be entitled the over-seas system of 
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American banks. And yet all this 
extraordinary development has taken 
place almost unnoticed right under our 
eyes, only one book having been pub- 
lished thus far on the foreign expan- 
sion of American banks. 

The over-seas system of American 


banks has passed through boom, crisis 
and depression. Today it is. soundly 
established and growing. It will merit 
and demand in increasing measure the 
interested attention of those of us who 
are bankers or economists specializing 
in the fascinating field of banking. 


Chicago Now a Billion Dollar Security Market 


became a billion dollar security 

market in the year 1929, ac- 
cording to a summary of Chicago fi- 
nancing during the current year, pre- 
pared by the research department of 
Lawrence Stern and Company, invest- 
ment bankers. 

This survey shows that total stock 
and bond issues underwritten by in- 
vestment houses having their main of- 
fices in Chicago, during the first eleven 
months of this year, totaled about $1,- 
115,000,000 as compared to the record- 
breaking volume of approximately 
$975,000,000 registered in the entire 
year of 1928. 

During the forthcoming year the sur- 
vey predicts that the relative importance 
of Chicago as an underwriting and dis- 
tributing center will continue to show 
gains. Furthermore—on account of the 
character of its industries and its popu- 
lation—it is predicted that Chicago will 
recover more quickly from the effects of 
stock market deflation than eastern cen- 
ters. For this reason, Chicago bankers 
and investment dealers are optimistic 
regarding the coming year. 


(ecine for the first time be- 


“The nature of Chicago's trade ter- 
ritory,” said the survey, “is such as to 
make for stability and for quick re- 
covery from any economic disturbance. 
The wealth of the Chicago area is more 
evenly balanced and diversified than 
that of any other section of the country. 
It has, first of all, the vast} agricultural 
strength of the Middle West, with corn, 
wheat, live stock, and other sources of 
wealth that are created anew each suc- 
ceeding season. At the same time, it has 
great industrial power, with manufac- 
turing activities which rival the older 
centers of the East.” 

The total of Chicago’s financing for 
the first eleven months of the year, ac- 
cording to the Lawrence Stern and 
Company survey, comprises 85 stock is- 
sues totaling about $516,000,000 and 
224 bond issues totaling a little less 
than $600,000,000. This compares to 
1928 figures of 72 stock issues totaling 
about $190;000,000 and 246 bond issues 
totaling nearly $787,000,000. 

In the 1929 financing of Chicago in- 
vestment houses, investment trusts con- 
stituted the largest single group, with 
a total of $376,605,000. 





For ereater economy 
in telephone cable 


OVER eighteen hundred 
telephone conversations at 

once — 50% more than any 
previous cable could carry, 

are possible through this 

new cable which is little 
thicker than a man’s wrist. 

It makes feasible a 50% 
increase in capacity of 

many existing underground 
telephone conduits. It will 

do away with the necessity 

of tearing up many streets 

and will prevent further 
over-crowding of pipes and wires 
under the street surface in con- 
gested districts. 

This cable is one example of 
the value of the research and de- 
velopment work that is carried 
on by the American Telephone 
and Telegraph Company and the 
Bell System Laboratories. Hun- 
dreds of major problems of this 
sort are constantly under investi- 
gation and in a year approximately 


6,000 modifications have been per- 
fected to facilitate manufacture 
and meet special plant situations. 

This policy of improvement is 
part of the careful management 
that enables the Bell System to 
render increasingly better tele- 
phone service at the least cost 
consistent with financial safety to 
its security holders. 

May we send you a copy of our 
booklet, *‘Bell Telephone Securities’? ? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 





The Investment Trust Outlook 


A Survey of the Present Status and Future Outlook of Invest- 
ment Trusts in the Light of the Market Decline 


By WALTER N. Durst 


Investment trust analyst Steelman & Birkins, New York 


EIGHED in the broader in- 

\X/ terpretation of permanent re- 

sults, the October-November 
decline of the stock market was bene- 
ficial rather than harmful to the invest- 
ment trust movement. It was bene- 
ficial from several viewpoints: first, 
the decline tended to disprove the value 
of some of the weaker investment 
policies followed by a number of in- 
vestment trusts and investment com- 
panies; second, the decline brought out 
the weaknesses of capital structure of 
several of the trusts; third, investment 
trust securities, which had become 
speculative favorites rather than being 
held for investment over a period of 
time, have been returned to their 
correct position in the security field; 
and fourth, and summarily, the decline 
has or will tend to eliminate from the 
investment trust field any organiza- 
tions which cannot. offer real service as 
investment trusts because of inability 
of investment management, lack of in- 
tegrity or for any other reasons. 

The classic conception of investment 
policy as laid down by decades of 
experience of British and Scotch trusts 
has been a diversification among bonds, 
preferred stocks, common stocks and, 
always, a reserve of cash. In addition 
they have followed the policy of inter- 
national diversification. A trust may 
not necessarily follow the latter policy, 
but events of the last few months have 
rather clearly indicated the wisdom of 
a wide diversification among lien as 
well as equity securities and liquid 
resources in addition to the actual 
portfolio of securities. 

The investment plan of British trusts, 
a plan often advertised as having 
carried them through panics, wars, 


crises, and depressions—and this ad- 
vertisement has been made by many 
trusts which did not follow their plan 
to any appreciable extent—has been 
vindicated. The trusts which did fol- 
low this plan were in a far better 
position for the drastic decline than 
others following a so-called more liberal 
investment policy. 

In outlining an investment program 
for the present, Laurence H. Sloan, 
vice-president of Standard Statistics 
Company, Inc., recently stated: “This 
is a compromise program: one provid- 
ing for a variable amount of insurance 
in the holding of high grade equities, 
but assuming, that this variable amount 
will not, in the average case, be a pre- 
ponderant fraction at the moment; 
providing for a considerable degree of 
safety and conservatism in the holding 
of high grade non-equity securities 
which return a fair income and promise 
relatively high safety with relatively 
minor possibilities for capital apprecia- 
tion. And the program further assumes, 
in addition to the diversification of 
holdings along the lines outlined above, 
an additional cash reserve to be held in 
readiness for the development of the 
next major wave of equity enthusiasm.” 
The program outlined is the time-tried 
investment policy of investment man- 
agement. 


NEW INVESTMENT THEORIES 


In contrast to the plan outlined 
above, the generally continuing rise 
of the American stock markets has re- 
sulted in a number of new investment 
policies for investment trusts. Some 
trusts have placed their funds in com- 
mon stocks entirely, others in one in- 
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June, 1899. In a small wood-shed in 
Rochester, two men were working to pro- 
vide protection for a harassed banking 
world. The raising of bank drafts hac 
become an easy and profitable business. 
No one could prevent it. 

Together, the Todd brothers produced 
theinstrument pictured at the upper center. 
It employed an entirely new principle, 
shredding indelible ink under heavy pres- 
sure, into the very fiber of the paper it- 
self. It was named “‘Protectograph.” 

That first machine put an abrupt end 
to draft-raising. But it could not cover a 
change in payee’s name, or in date and 
number. So the Todds went to work again. 

Today, Todd offers a service of protec- 
tion that is complete and versatile. . . . It 
includes modern Protectographs of varied 
types, writing checks, drafts and vouchers, 


YEARS AT A SINGLE JOB! 
Perfecting materials and devices to protect 
financial documents against alteration 


Contrast the modern, efficient Cen- 
tury Protectograph, immediately 
above, with the model at the upper 
center which the Todd brothers 
marketed in 1899. Shown also are 
some of the other business safe- 
guards developed by Todd—a 
Greenbac Check, a Super-Safety 
Check and a T. odd Check Signer. 


with amazing speed, in words and figures, 
for exact amounts. . . . It includes Green- 
bac Checks which cancel themselves at 
the first attempted alteration. It includes 
also the new Super-Safety Check Paper, 
attractive, long-lived, made especially for 
banks to issue to their depositors. 

Supplementing the Todd system, is the 
Check Signer which signs and _ stacks 
checks at the rate of 7500 an hour, re- 
lieving executives from the arduous, time- 
wasting task of doing it by hand. 

To a business world which handles 
90-95% of its transactions by check, the 
safety and efficiency of the Todd service 
is apparent and important. As the years 
pass, Todd will continue to pioneer. And 
the name “Todd” will always signify 

“protection.” The Todd Company, 1139 
University Avenue, Rochester, N. 


TODD SYSTEM OF CHECK PROTECTION 


ARrnn | 
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dustry or type of security, such as 
utilities, aircraft, oil stocks, railroad 
shares, bank stocks or insurance stocks. 
It is true that one of the leading trusts 
in this field (and one of the oldest 
advocates of the common stock invest- 
ment theory) was over 60 per cent. 
liquid in late September, but others 
were not as fortunate. 

They were faced with the following 
declines, as measured by the Standard 
Statistics’ averages: 39.7 per cent. in 
insurance stocks, 44.7 per cent. in the 
ninety-stock index, 51.7 per cent. in 
bank stocks and 55.7 per cent. in 
utility stocks. The bond index declined 
but 2.5 per cent. from the 1929 high 
to low point. Such declines required 
advance preparation through sale of 
securities and trusts specializing in 
these various fields were ready for the 
decline in varying degree. The decline 
in bank stock prices, this field being 
usually considered the safest of the 
specialized fields, was unusual. How- 
ever, such unusual situations are the 
type that the investment trust must 
meet and be prepared for, either by a 
high percentage of liquid resources, 
or, in a more enduring manner, by an 
adequate investment policy. 


CAPITAL STRUCTURES 


The decline also tended to prove the 
wisdom of a British plan of capital 


structure, that is, the trust obtains 
funds from the sale of bonds, preferred 
stocks and common stocks. But this 
plan of capital structure can only be 
carried out by an investment policy of 
similar securities. If a trust has bonds 
and preferred stocks outstanding and 
does not have adequate income from 
bonds, preferred stocks and common 
stocks in the portfolio to cover interest 
and dividend requirements of its bonds 
and preferred stocks, it is in an em- 
barrassing situation. Two opposite ex- 
amples as to this point may be cited. The 
income of one trust, having senior se- 
curities outstanding, was but 3.28 per 
cent. on all securities held, at cost price. 
If the market does not ascend and give 


it the opportunity of capital profits, it 
will have barely sufficient income to 
cover senior charges. Another trust in 
somewhat the same position always held 
income-paying securities, sufficient to 
meet fixed charges and preferred divi- 
dends. 

Trusts having only common stock 
outstanding were in the best position in 
the decline, but this does not detract 
from the larger-range policy of the 
British plan of capital structure, pro- 
vided this plan is adequately protected 
by income from securities. 

However, the decline has brought out 
two weaknesses of capital structure. 
The first is that of having a very small 
equity of common stock and the major 
portion of the trust’s capital liabilities 
in the form of bonds and preferred 
stocks. Regardless of the trust’s prepa- 
ration for the decline, as to investment 
policy or in liquid resources, the decline 
could very readily have eliminated, or 
nearly eliminated, the common. stock 
equity. Trading on the equity (issu- 
ance of debentures and preferred 
stocks) is sound management for trusts 
and is justified by decades of experi: 
ence of British and Scotch companies, 
but in some cases it was carried too 
far. In the future, trust financing in- 
volving trading on the equity to a 
considerable extent may be seriously 
debated before it is promulgated. 

The second weakness is that of re- 
sorting to bank loans which, during the 
last few years, several trusts have done 
to increase their resources. As long 
as the market was advancing, this 
practice seemed justified. However, in 
October and November such loans had 
to be met. Although security prices 
may decline to such an extent as to 
carry securities in the portfolio to below 
cost, provided sufficient income is 
available, bonds and preferred stocks 
outstanding do not have to be re- 
deemed or paid. However, bank loans 
must be paid. Events have thus tended 
to prove that a trust should not borrow 
money at the bank and capital liabili- 
ties should be confined to securities in 
the hands of investors. 
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SPECULATIVE WEAKNESSES 


Although the investment trust 
movement was not at fault, the specu- 
lative era of the last few years and 
especially of the last year resulted in 
such a wave of enthusiasm for invest- 
ment trust securities that they sold at 
considerable premiums over liquidating 
value, and securities of new trusts, 
within a few days or weeks after being 
offered, were selling at from 10 to 50 
per cent. above the offering price. In- 
vestment trust issues became “‘foot- 
balls” of speculation rather than securi- 
ties offering the investor greater income 
and appreciation, over a period of 
years, than he could achieve through 
his own efforts. 

Another factor undoubtedly con- 
tributing to this result was the large 
amount of trust financing. In the light 
of later events, investment trusts re- 
ceived more capital than they were 
able to assimilate. Again, this was a 


by-product of the general era and not 
a permanent criticism of the invest- 


ment trust. The net result has been 
that investment trust securities, especi- 
ally those of new investment trusts 
which were in an undigested position, 
are generally selling at below liquidat- 
ing value. This factor undoubtedly 
has created many bargains in the invest- 
ment trust field. 

It does not follow that all trust issues 
are selling below liquidating value or 
that they should do so. The securities 
of older trusts, which have reached 
the hands of permanent investors, and 
the managers of which have proved 
their investment managerial ability, are 
entitled to sell on the basis of earning 
power and to be given some premium 
for their earning record, age, and dis- 
tribution of their securities. 

One company, commonly called an 
investment trust, although far removed 
from any broad interpretation of the 
definition of any investment trust, has 
been placed in receivership. A small 
subsidiary was a specialized trust. The 
market decline has thus eliminated from 
the field one company lacking in in- 


tegrity. Compared to the total num- 
ber of trusts, or comparing resources of 
this trust to the total, the integrity 
record of investment trusts is thus very 
high. If the decline eliminates from 
the investment trust field any organ- 
izations lacking in integrity, the net 
effect will be wholesome. 
EFFECT ON EARNINGS 

In a few places in the investment 
trust literature of the last few years, 
the statement that a trust should earn 
10 to 12 per cent. on the average re- 
sources over a period of years may be 
found. The high earnings of the last few 
years have caused this statement to be 
neglected. The conception is that 
earnings during boom years may be 
15 per cent. or higher but during 
other years they may fall below 10 to 
12 per cent. and the net balance will 
be an average of 10 to 12 per cent. 
During the last few years, a general 
average of investment trust earnings 
has been about, 13.5 per cent. per 
annum. A large part of these earnings 
has naturally resulted from profits 
from the sale of securities. Final re- 
ports for 1929 may not be able to 
feature such capital profits and earn- 
ings may be lowered. But this con- 
ception of average earnings over a 
period of years must be remembered. 

Although 10 to 12 per cent. may 
seem low in the minds of some in- 
vestors and speculators, given the 
classical capital structure or anything 
approaching it, earnings on the com- 
mon are greatly augmented, to from 25 
to 40 per cent. Such earnings are far 
higher than can be achieved by any 
but a very small percentage of in- 
vestors or speculators. An investment 
trust is built to invest and reinvest 
vary widely. Trusts were prepared for 
the decline, some having 10 to 90 per 
cent. of their resources liquid, and,. in- 
versely, some others having 10 to 90 
per cent. of their funds invested in do- 
mestic common stocks. 

During the last few years practic- 
ally all investment trust stocks have 
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funds over a considerable time before 
the investment management ability is 
definitely proved. ‘The decline brings 
home forcefully another axiom of in- 
vestment trust management, namely, 
that nearly ten years are necessary to 
adequately set up an investment trust 
against just such occurrences as those of 
October and November, 1929. 

The recent decline has reduced 
profits of investment trusts for 1929. 
They may be reduced in 1930, as com- 
pared to 1928 or the first half of 1929. 
But the above principles of investment 
trust management must be weighed in 
the balance in evaluating investment 
trust securities and the value of the 
investment trust to the investor. Dr. 
J. I. Bogen, associate professor of 
finance of New York University, re- 
cently stated the case aptly as follows: 

“Investment trusts in this country 
have generally made turnover profits 
the chief source of their income. So 
long as security prices were generally 
rising, phenomenal results were shown. 
But with the recent sharp break in 
stocks, the situation thas changed. 
While many investment trusts were 
wise enough to have a large proportion 
of their earnings in cash, they have 
seen large losses in many cases on 
securities held. While these losses are 
unrealized or paper losses as long as 
such securities are not sold, it will be 
difficult for these organizations to show 
further realized profits if the security 
markets remain low. 

“It is unlikely that the investment 
trust movement will continue the rapid 
growth of the last two years. There 
is good reason to believe, and many 
conservative bankers hope, that the in- 
vestment trust has passed the ‘fad’ 
stage, and that it will continue to func- 
tion as a popular medium for invest- 
ment that will give diversification and 
good management to the individual 
security buyer without charging him 
too much for these advantages. And 
good management should mean not so 
much quick and large trading profits 
as stability of income and reasonable 
safety of principal.” 


The decline of earnings cannot be 
altered, but the emphasis on income 
for the trust is similar to the recent 
emphasis on income from all securities 
rather than the seeking of appreciation. 


VARIANCE OF PRICE ACTION 


In comparing the various types of 
trusts in the investment trust field, a 
wide variance exists as to their recent 
price action. Although the general 
management trusts were in the best 
position in theory, in practice their in- 
vestment positions varied widely. Also, 
as mentioned previously, many trusts 
were selling at a considerable premium 
over liquidating value prior to the 
break and are now selling at prices 
below actual liquidating value. Con- 
sequently, the fixed or semi-fixed trusts 
fared the best as to the percentage of 
decline of their stocks. Two of the 
leading fixed trusts reported declines of 
about 33.3 and 31.9 per cent., respec- 
tively, from their high to their low 
points. 

In contrast, the stocks of specialized 
management or general management 
trusts declined from 20 to 25 per cent. 
to as high as 73 per cent. This was 
due to the two_ extremes, first 
of having been carried far above 
liquidating value or earning power 
justification and then being brought 
down to below liquidating value or 
earning power position. It is unfortun- 
ate that price action has developed in 
the manner in which it has but this 
price action emphasizes the investment 
rather than the speculative nature of 
investment trust securities and in specu- 
lative eras of the future an abuse of 
this kind may not again develop. 


REPORTS GENERALLY FAVORABLE 


Considering the drastic nature of the 
decline of stock prices, the reports 
issued since early October have generally 
been favorable. In many cases the 
prices of investment trust stocks de- 
clined to a greater degree than the 
reports would indicate. The reports 
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advanced in price. In most cases this 
was justified. In some cases, it was over- 
done. However, many investment trust 
stocks advanced in the general period 
of enthusiasm without justification. 
Their investment policy did not war- 
rant it. The widely varying manner 
in which trusts were prepared for the 
decline and the great difference in their 
position after the decline, emphasize 
the fact that trusts must now be con- 
sidered individually, not only as to that 
oft-repeated general analysis of “man- 
agement” but also as to age, earning 
record and investment policy. 
Investors may be more critical of 
the investment policy pursued than 
they have been in the past. They may 
place the results of one trust in con- 
trast to those of another. Investment 
trusts which follow a strong and 
adequate, and at the same time con- 
servative, investment policy, will con- 
tinue to have a real value to offer the 
investor. Others, lacking in invest- 
ment management ability, will suffer 
and individual analysis of results will 


tend to separate the sheep from the 
goats, the good from the bad, in the 
investment trust field. The ability of 
the management in achieving results is 
the paramount factor and individual 
analysis will reveal that ability. 


GENERAL SURVEY 


The recent changes in' security prices 
have thus benefited the investment trust 
movement, from the longer and broader 
viewpoints. The decline halted the 
placing of too large an amount of 
funds in the investment trust “indus- 
try,” it stopped the formation of too 
many trusts, it has or will tend to 
eliminate organizations which do not 
belong in the field. The decline has 
or will tend to bring about a survival 
of the fittest and the survivals will be 
those operating under a sound invest- 
ment policy as the final service offered 
by the investment trust. 

The recent decline of security prices 
has thus generally benefited the invest- 


ment trust. The weak investment 
policies of some trusts have been re- 
vealed in all their inadequacy, the 
strong and lasting investment policies of 
many others have been vindicated. 
Other weaknesses of capital structure, 
of bank loans, of integrity, have been 
eliminated, or their ability to “weather 
the storm” given a severe test. “In- 
vestment trusts and holders of invest- 
ment trust securities have been 
emphasizing appreciation rather than 
income. The greater income available 
from investment trust securities, due 
to sound management and a favorable 
capital structure, over a period of time, 
is a cardinal feature of the investment 
trust. The fact that investment trusts 
must be built upon several years of 
operation rather than upon a few 
months of a “bull” market is another 
lesson learned. 

The decline may cause a decided 
change in the investment policies of 
many trusts. It may also cause an 
appreciation of the fact that the prin- 
ciples of British trust management are 
the type that endure rather than specu- 
lative but more temporary investment 
principles. Through capital structure, 
diversification, investment management, 
the investment trust has a real place 
in the community and offers a real 
service to the investor. But the degree 
of service can only be ascertained by 
individual analysis of trusts and the 
lack of service of some trusts does not 
detract from the service offered by 
others. 

The recent decline of the stock 
market has been a severe test of the 
investment trust, but certain principles 
have emerged from this test. Many in- 
vestment trusts should, can and have 
done better than the investor. It is the 
province of investment trust manage- 
ment to seek to attain this goal. It is 
the task of the investor to choose trusts 
which have achieved or are achieving 
this goal. Individual analysis of in- 
vestment trust management is the only 
pathway open. Actual results are 
abiding indices of measuring the value 
of the investment trust. 
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JANUARY, 1930 


E are starting the new year 
with business at ebb tide but 
the decline to date has not 


carried business down to the low levels 
reached during the three previous re- 
cessions of 1927, 1924 and 1921. 

Six successive months of recession 
in business finally have restored a level 
below what statisticians call normal. 
In a new country like ours business 
pushes forward at a certain inevitable 
rate year after year regardless of tem- 
porary setbacks. This growth force pro- 
vides us with a basis for measuring 
changes in the business cycle. We 
count on a normal growth. So long 
as the trend holds to normal no ad- 
vance is registered in the statistics. 
Anything above normal is viewed as 
gain, and anything below normal as 
loss. 

Except for the business recessions 
culminating in 1921, 1924 and 1927, 
and the current setback, the flow of 
industry has held consistently above 
normal in recent years. Indeed by 
the middle of 1929 the business index 
had reached a point higher than 10 
per cent. above normal. So favorable 
a display had not been witnessed since 
1923. 

Except for January, 1928, the advent 
of 1930 differs essentially from any 
introduction to a new year witnessed 
since the beginning of 1924. A year 
ago both business and the security 
markets were buoyant; and subsequently 
the good promises of the time developed 
into a boom for business and the great- 
est bull market in history. In a grow- 


ing country the task of forecasting the 
end of a boom in business in some 
respects is more difficult than predicting 
the turn from recession. Waves of 
recession usually are shorter than waves 
of prosperity. A year ago the per- 
plexing question was how long the 
structure could hold up and how 
severe the collapse would be. Most 
conservative prophets believed that the 
longer the structure held, and the more 
it was expanded, the harder finally it 
must fall. No doubts now exist of a 
recession in business. That is not a 
prospect but a reality. The only ques- 
tion now is how much further the in- 
dustrial tide will recede before re- 
covery sets in. 


THE 1929 EARNINGS FLOW 


Before proceeding with a forecast 
of the 1930 position in business ac- 
count must be taken of the 1929 earn- 
ings flow. While the trend turned 
distinctly lower in the final quarter of 
1929 net corporate earnings for the 
year as a whole were abnormally high. 
In the first nine months of the year 322 
industrial concerns reported net profits 
of 27.9 per cent. more than in the 
corresponding 1928 months. Twenty- 
nine public utilities reported 13.6 per 
cent. more than in the corresponding 
1928 months. Forty-two railroads re- 
ported 38.2 per cent. more. With the 
exception of automobiles and _ trucks 
and the paper groups virtually every 
important industrial line earned sub- 
stantially more in the first nine months 
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of 1929 than in the same period of the 
year previous. Indeed the increases 
ranged from 13.6 per cent. for tobacco 
products to 93.2 per cent. for steel and 
iron. Net gains for the railroad equip- 
ment group reached 30.8 per cent. 
Copper and brass 72.4. Theaters and 
motion pictures 66.7. Mining and 
smelting 59.3. Machinery 41.3. Oil 
producing and refining 36.9. Electrical 
equipment 34.8. Office and business 
equipment 33.8. Auto parts and 
accessories 32.6. Lead and zinc 29.1. 
Chemicals 26.3. Food products 19 per 


cent. 
This array of income gains is dis- 
played not to suggest that a relaxation 





from this rate of growth is to be 
feared but rather that it is to be ex- 
pected. The year 1928 was regarded 
as a good business year. Consequently 
an improvement in net earnings such 
as here is indicated for the first three- 
quarters of 1929 suggests the presence 
of a boom such as the country perhaps 
has never before witnessed. If earn- 
ings in the final quarter of 1929 recede 
somewhat and if early 1930 brings a 
moderated flow of corporate profits 
that is not a condition to be feared by 
stockholders. It will not mean that 
dividends must be cut. It will mean 
simply a return to a more sober basis 
of operations than 1929. 


BusINEss FLow Turns DowNWARD 


From the above chart it will be seen that the volume of industrial production during 
November fell, according to Standard Statistics Company's index, 7.8 per cent. That 


is the sharpest monthly decline in five years. 


It restores the index for the first time 


since early 1928 to theoretical normal. 
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A THEORY THAT HAS BECOME A MYTH 


The approach of January for years 
has brought predictions in the financial 
district of bulging market quotations. 
Always at this season of year un- 
sophisticated persons in the market 
discuss the approach of the January 
reinvestment funds as a virtual assur- 
ance of a strong market for stocks and 
bonds. Now every experienced man 
in Wall Street should know that this 
theory has become a myth. When 
people have funds for reinvestment 
scheduled to come in during January 
they usually take this fact into account 
long before January 1 arrives. For 
weeks and sometimes months wealthy 
individuals and corporations anticipate 
the event. Consequently the emphasis 
on the bulging January security quota- 
tions has led many people to expect 
rallies in that month greater than 
normally are witnessed. A study of 
the January markets in stocks and 
bonds over the last ten years reveals 
some interesting conclusions. It shows 
that while stocks and bonds usually 
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rise in January the rise is small. Below 
is attached a table showing the percent- 
age rise in a list of 405 stocks and a 
list of 60 representative bonds during 
January over December: 
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Now it must of course be recognized 
that January, 1930, may very well turn 
out to be an exception. With the col- 
lapse in stock values stocks have lost 
materially in popularity whereas bonds 
steadily have gained in favor. The 
prospect thus is that a larger propor- 
tion of funds made available for in- 
vestment in the months immediately 
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FEDERAL RESERVE EAsEs MONEY POSITION 
From the above chart it will be seen that since the stock market collapse the Federal 


Reserve has been buying Government securities heavily. 


This is in line with its 


policy of easing money conditions and thereby lending its influence toward a restora- 
tion of business confidence. 


ahead will be put into bonds. Presi- 
dent Hoover’s program for an expan- 
sion in public works and the changed 
public psychology toward securities 
will contribute in this direction. 


THE 1930 TREND IN RATES A PUZZLING 
QUESTION 


How far the changed psychology 
will carry bond prices forward’ will 
depend finally on the extent of the 
current recession and the trend in 
money rates. Indeed the 1930 trend in 
rates is one of the most puzzling ques- 
tions now before the market. 

Receding business is an _ influence 
for easier money but a continued out- 
flow of gold is an influence of course 
in the opposite direction. Roughly 


$100,000,000 has been lost through 
gold exports in the last two months 
and if the movement is maintained 
that will provide an offset to the forces 
at work for ease here. 

How far business will recede and 
how much metal will be lost through 
gold exports nobody knows. What we 
do know is that the Federal Reserve 
System is in the strongest position it 
has enjoyed in recent years from the 
standpoint of the money market. It 
at last has regained control. Further 
it will look favorably on movements 
to ease money to stimulate a business 
revival so long as the funds are not 
diverted into speculative channels. The 
Reserve has definitely reversed its 
policy and adopted a program of ease. 
However frequently other institutions 
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may shift their points of view the 
Reserve when it launches a_ policy 
usually sticks to that line until its 
purpose has been accomplished. Its 
hope now is to provide funds for busi- 
ness revival and the presumption is that 
until the recession has been checked 
industry may look forward to a per- 
petuation of the present policy. 


WHEN WILL INDUSTRIAL DECLINE END 


Seldom in times past has money so 
soon after the beginnings of a business 
recession turned substantially cheaper 
but once this material decline in interest 
rates has come, industry has been given 
the one sure cure for its ills. After 
every depression since 1900 the low 
point of the decline has been reached 
within a period ranging from one to 
five months after this substantial de- 
cline in money rates. Since money 
now has turned definitely downward 
the indication therefore is that some 
time between now and July bottom 


in the current recession will be touched. 
Most business prophets believe that the 
industrial decline will end this winter. 

In this general connection it is inter- 
esting to note that one of the country’s 
key industries, building, felt the de- 
pressing influences of tight money long 
ago and has been declining for eighteen 
months. Not since the period from 
July, 1919, to December, 1920, has the 
construction industry suffered so long 
a decline. When the recent building 
decline is compared with that beginning 
in 1919 to discover the factors likely 
now to make for recovery a basis is 
found for the prediction that 1930 
should see a substantial improvement in 
building. Indeed no less an authority 
than Thomas S. Holden, vice-president 
of the F. 'W. Dodge Corporation, says 
that “the recent collapse of the stock 
market (some months overdue) was 
the final big financial adjustment re- 
quired for improved building condi- 
tions. 

“The building decline of the last 
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seventeen months has been unduly pro- 
longed, has effected a _ considerable 
measure of adjustment between build- 
ing supply and building demand and 
should end within a relatively short 
period; the prospect for 1930 is for 
increased construction activity; even 


though such increases may be moderate, 
they should accomplish much toward 
stabilizing general business next year. 

. Residential building, which de- 
clined most heavily this year, should 
increase appreciably in 1930. Public 
works and utilities should increase, if 
the market for municipal bonds con- 
tinues to improve; this class of work 
has not kept up with the demand. 
Commercial building is apt to slacken 
somewhat if there is any recession in 
general business. Industrial building 
volume increased considerably in 1929, 
and is likely to fall off somewhat next 
year; such falling-off in expenditures 
for plant construction and extensions 
may very well be offset by increased 
expenditures for machinery to cut pro 
duction costs by improved processes. 
On the whole, it seems likely that the 
construction program, once it starts 
to improve, will strike a better balance 
between various classes of building and 
engineering work than has been possible 
this year.” 

Now if as the authorities believe 
building is in a way to improve 
materially in 1930 increased activity 
there should contribute substantially 
toward the general recovery in business 
provided, of course, that the recent im- 
provement in bonds reflects a more or 
less permanent return to popularity 
for these descriptions. 


Banks of Chicago Show Gain 


( sources, present banking re- 
sources, estimated at better than 
three and a half billion dollars, 

represent a gain of more than 665 per 

cent. since 1900, according to the Chi- 
cago Association of Commerce. 

There is no large city in the United 
States, even including New York, whose 
banking structure boasts as many in- 
corporated banking institutions. Chi- 
cago has 231 unit banks, all incorpo- 
rated, against the 146 incorporated 
banks and the 76 to 80 private banking 
houses in Greater New York. 


Considered from a national bank 
angle, Chicago, with 37 institutions, is 
exceeded only by New York, with its 
51, Philadelphia with its 20 trailing be- 
hind. Chicago has in addition 193 state 
banks, a number unparalleled in any 
other big metropolis. 

Despite mergers during recent months, 
affecting more than one-third of Chi- 
cago’s downtown banks, the city right 
now has more banks than it had two 
years ago. The figure in 1927 was 221, 
against the ‘present 231. Since 1915, 
the number of banks has doubled. 





Aiding the Securities Salesman 


How the New Type of Human Interest Financial Literature Can 
Help the Salesman of Securities Build a Paying Clientele 


By MILEs ALVERSON 
Sales promotion and advertising manager G. L. Ohrstrom & Co., Inc. 


OW long does it take your retail 
H security salesmen to build a 

paying clientele? This ques- 
tion invariably comes up _ whenever 
bond men from various institutions 
gather to discuss problems of their 
business. 

The concensus of opinion is that it 
takes a new salesman from a year to 
a year and a half to get a sufficient 
following of investors to enable him 
to maintain a fair scale of living. This 
long and trying period of apprentice- 
ship undoubtedly accounts in large 
measure for the high turnover in bond 
salesmen, a turnover which represents 
an appreciable amount of the yearly 
overhead. 

The old school of bond salesmanship 
placed great reliance on the maxim 
that the salesman who wore out the 
greatest amount of shoe leather would 
turn in the greatest amount of orders. 
Calls—interviews—and more calls were 
the insistent order of the day. Inten- 
sive “cold canvass” was held up as the 
panacea—the cure-all—for the red-ink 
figures on the salesman’s monthly state- 
ment. 

Today sales managers lay far more 
stress on the quality than on the quan- 
tity of interviews secured by their 
salesmen. Certainly one good inter- 
view with an interested, bona-fide in- 
vestor is worth a dozen calls on indi- 
viduals lacking both means and inclina- 
tion to purchase securities. If the 
salesman can confine his foot-work to 
making calls on people who he def- 
initely knows are investors and inter- 
ested in the type of investment which he 
has to sell, he will build a profitable 
lientele in less than half the time re- 
yuired by the old hit-or-miss methods. 


How, then, can a salesman determine 
in advance whether or not an individual 
is a legitimate and worth-while pros- 
pect? Obviously the simplest way is to 
ask him. Of course, it would be absurd 
for a salesman to plow through a 


© sianx-stouer 
MiLes ALVERSON 
Sales promotion and advertising man- 


ager G. L. Ohrstrom & Co., Inc. 


telephone directory, inquiring of every 
subscriber whether or not he will buy 
his bonds. Such methods, savoring of 
the high-pressure bucket shop, would 
quickly bring both the salesman and 
the institution he represents into dis- 
repute. 

Nevertheless, there is a highly effec- 
tive instrument at the disposal of the 
salesman desirous of building retail 
distribution in a minimum of time. I 
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Type of human interest financial literature employed by G. L. Ohrstrom & Co., Inc. 


refer to the new type of human-interest 
financial literature designed to attract 
attention, arouse interest and create 
the desire to buy. This literature may 
take the form of a circular, a broad- 
side or a booklet, but in every instance 
it differs from the cold, formal type of 
bond circular in that it is readily under- 
stood by the individual investor. 
Probably no line of business has 
been so far behind in modern merchan- 
dising methods as the bond business. 
For years investment houses have 


wasted thousands and thousands of 
dollars on financial prospectuses so 
swathed in legal terminology that only 
a lawyer could understand them. Is it 
any wonder that volunteer Liberty 
Bond salesmen more often than not 
were confronted with the necessity of 
explaining the difference between a 
bond and a stock? 

However, “the old order changeth” 
and today attractively prepared, color’ 
ful and readily understandable financial 
literature is rapidly being adopted by 
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some ‘of the most conservative financial 
institutions in this country. This litera- 
ture not only serves to put across the 
story behind the investment, but also 
provides the enterprising salesman with 
invaluable ammunition to use in build- 
ing his clientele. 

Of immeasurable benefit to the sales- 
man is the use of this literature in 
determining worth-while prospects. An 
attractive mailing piece is practically 
certain to get the attention of the re- 
cipient, and invariably this man is 
more apt than not to tell the salesman 
frankly of his interest, and, if he is not 
in the market for securities at the 
moment, to indicate a time when he 
will consider recommendations. 

Moreover, the systematic mailing of 
special folders of the human-interest 
type in advance of personal calls en- 
ables the security salesman to jump 
right into the heart of his presentation 


A Few Leading Shares 


NDER the above title the 
| | Twentsche Bank N. V. of 
Amsterdam has published a 
pamphlet giving particulars of the cap- 
ital set-up and earning record of some 
of the outstanding Dutch industries 
which have acquired a more or less in- 
ternational reputation. The corporation 
is confined to facts and figures necessary 
to the formation of an opinion of the 
nature and results of the respective con- 
cerns. The list of concerns naturally 
makes no claim to completeness, and 
many other names might well be added. 
A study of this very interesting com- 
pilation reveals the fact that the con- 
cerns embraced in it have made quite a 
remarkable record for earnings and divi- 
dends while strengthening their posi- 
tion all the while by additions to re- 
serves. 
Dutch financiers have a well-estab- 
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when he reaches his prospect. He 
doesn’t have to waste time in repeating 
the worn-out formula of bond salesmen 
from time immemorial of who he is, 
whom he represents and how much he 
wants to place the prospect’s name on 
the mailing list. The literature, if prop- 
erly prepared, has not only established 
the introduction for the salesman, but 
also has aroused the interest of the 
prospect in this particular investment. 

Highly effective also is the use of 
special literature for follow-up material. 
No successful bond salesman uses all 
his ammunition in one shot. Finding 
conditions unpropitious for closing an 
immediate sale, he holds back some im- 
portant sales points so that on his next 
call he will have something new and 
interesting to relate. A new booklet or 
circular provides an excellent reason 
for a call-back and frequently leads to 
a direct sale. 


on Amsterdam Market 


lished reputation for skillful manage- 
ment, and their capacity is well illus- 
trated by the conspicuous success 
achieved by the concerns under consid- 
eration. 

Presumably, in making investments 
abroad, American investors wish to be- 
come acquainted with the shares of some 
concerns whose records place them 
among the safe and conservative class, 
and they can do no better than to con- 
sult the history of the leading Nether- 
lands companies. 

The pamphlet of the Twentsche Bank 
will be found instructive to those seek- 
ing reliable information about conserva- 
tive European securities. Copies of it 
may be had from A. Philippe von 
Hemert, representative of the Twentsche 
Bank in the United States, at 68 
William street, New York. 
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Brokers’ Loans and Bank Credit—A 


Novel Situation 


Stock Market Crisis Has Not Resulted in Reduction in Amount 
of Outstanding Bank Credit 


By NoRMAN MERRIMAN 
Economist, Ungerleider Financial Corporation 


HE six days from October 23 to 

October 29 covered a period of 

more pressing liquidation in securi- 
ties than has ever been witnessed in 
American financial history. During this 
time the New York Times index of in- 
dustrial stock prices dropped from a 
high of 409 to a low of 247!4, or 
approximately 40 per cent. Total trans- 
actions on the New York Stock Ex- 
change on October 29 amounted to 
16,388,700 shares, and on the New 
York Curb to 7,096,300. The total 
shrinkage of values on the New York 
Stock Exchange for that one day was 
estimated at about $10,000,000. 

In spite of the avalanche of selling 
which took place that week, which, ac- 
cording to all precedent, should have 
been reflected by an enormous drop in 
the security loans of the member banks 
of the Federal Reserve System which 
make weekly reports, (these banks have 
about two-thirds of the resources of all 
Federal Reserve member banks) total 
security loans of these banks increased 
during that week from $7,920,000,000 
to $9,179,000,000, a gain of $1,259,- 
000,000, and total loans and investments 
of these banks rose from $22,895,000,- 
000 to $24,431,000,000—an increase of 
$1,536,000,000. In this same period 
New York City brokerage loans, as re- 
ported by the Federal Reserve Board, 
declined $1,096,000,000, but total loans 
and investments of the New York City 
member banks increased $1,391,000,000. 
Nearly all of the increase in outstanding 
member bank credit which occurred in 
that week is thus shown to have taken 
place in the New York City member 
banks, the increase in security loans in 


that center having been about 95 per 
cent. of the increase reported for all 
member banks in 101 leading cities of 
the country. 


DECLINE IN COLLATERAL LOANS 


Beginning the first week in November, 
these collateral loans began to decline, 
and the last available weekly report of 
the New York City member banks 
shows them to be at practically the same 
level as at the beginning of the October 
break in the stock market. The table on 
page 54 shows the fluctuations from 
October 16 to December 11, of the three 
items—total loans and investments, total 
security loans, and total of all other 
loans (chiefly commercial loans), of all 
weekly reporting member banks, and of 
all New York City member banks. 

The figures shown in the following 
table clearly indicate that the unprece- 
dented stock market crash of October 
and November, 1929, has taken place 
without any decrease in the amount of 
outstanding member bank credit—a sit- 
uation which is probably unparalleled in 
the world’s financial history. In fact, the 
table shows a small increase in outstand- 
ing bank credit. This does not mean 
that there has been no reduction in the 
amount of credit granted on securities 
by non-banking organizations, for the 
decline in brokerage loans as reported 
by the New York Stock Exchange and 
by the Federal Reserve Board, shows 
that during this period there has been 
a huge reduction in such credit. The 
Stock Exchange reports for November 
and December showed that the total 
drop in borrowings in New York City, 
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ALL REPORTING BANKS 
(in millions of dollars) 


Total 
loans and 
investments 


Total 
commercial 
loans 


9,522 
9,580 
9,755 
9,743 
9,746 
9,871 
9,809 
9,649 
S597 


Date 


October 


5 BS. vaveies 23,353 


December 4....... 23,142 
Beccckeaeee 


by members of the Exchange, amounted 
to $4,533,000,000, or over 50 per cent. 
of the September 30 total of $8,549,- 
000,000, which was the highest figure 
on record. From October 16 to Decem- 
ber 4 the Federal Reserve Board's figures 
of loans to New York brokers, made by 
New York City member banks, declined 
from $6,801,000,000 to $3,392,000,000, 
a drop of $3,409,000,000. This decline 
was made up as follows: 


Loans for own account .... 

Loans for account of 
out-of-town banks 1,15 1,000,000 

Loans for account of “others” 1,955,000,000 


$303,000,000 


Total reduction $3,409,000,000 

These figures appear to contradict the 
statement that there has apparently been 
no liquidation of bank credit during the 
period of stock market liquidation, espe- 
cially since brokers’ loans made by New 
York banks for the account of out-of- 
town banks declined $1,151,000,000 in 
these eight weeks. It should be noted, 
however, that this total includes an in- 
determinate amount of loans made for 
the account of customers of out-of-town 
banks,* and that the only comprehensive 


* Unfortunately no statistics are available as 
to what proportion of these loans have been 
for the account of the out-of-town banks, 
and what proportion for customers of these 
institutions. In fact, it has only been in 
recent months that the Reserve Board publi- 
cations have called attention to the fact that 
loans for “others’’ were included in this 
item. For a more complete discussion of this 
subject, see the writer's address before the 
American Statistical Association, December 
6, 1928. 


NEW YORK CITY BANKS 


Total 
security 
loans 


7,875 
7,920 
9,179 
8,746 
8,369 
7,991 
7,889 
7,889 
7,818 


Total 
loans and 
investments 


7,526 
7,619 
9,010 
8,658 
8,338 
8,215 
8,187 
8,035 
7,909 


Total 
commercial 
loans 


2,853 
2,894 
2,986 
2,982 
2917 
3,110 
3,092 
2,974 
2,944 


Total 
security 
loans 


2,964 
3,005 
4,205 


3,751 
3,427 
3,105 
3,077 


3,073 
3,023 


statistical figure indicating the amount 
of credit, based on security collateral, 
put out by the banks of the United 
States, is the figure published weekly by 
the Federal Reserve Board, showing the 
total of such loans made by the report- 
ing member banks in 101 leading cities 
of the United States. The resources of 
these banks are equal to about one-half 
of the commercial bank resources of all 
of the banks of the United States, so 
that it is fair to consider that they rep- 
resent a reasonably satisfactory cross’ 
section of the banking situation of the 
whole country. The question as to what 
the remaining banks of the country did, 
during this particular period, will prob- 
ably never be answered, for these banks 
make reports only at comparatively long 
intervals. Furthermore, the majority of 
these banks, when making reports to the 
Comptroller of the Currency, do not 
segregate their commercial loans from 
their security loans—merely reporting 
the grand total of their loans and dis 
counts as one item. 


PANIC OF “OTHERS”? 


Many persons, impressed by the fact 
that loans of New York banks, during 
the panic week of October 23-30, rose 
$1,200,000,000, while loans for account 
of “out-of-town” banks and for “others” 
dropped $1,096,000,000, have expressed 
the belief that these “others” became 
panicky at the sight of declining prices, 
and called their loans, thus throwing the 
loan on the New York banks. That the 
New York banks were called upon to 
shoulder a load is certainly the case, but 
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it does not follow that the sole or even 
the primary reason that it was necessary 
for them to shoulder this loan was be- 
cause these “others” became panicky. 
An inquiry made by the writer among 
some of the leading banks of New York, 
and among a number of investment 
trusts and corporations which were lend- 
ing substantial amounts on call, indicates 
that a very considerable number of loans 
were called by them for the purpose of 
buying securities. Some business corpo- 
rations purchased their own stocks for 
ultimate sale to employes, or for surplus 
account, while investing corporations 
bought stocks because they appeared to 
be too low. An indeterminate volume 
of loans was called for the purpose of 
converting the loans into bank deposits. 
In general, when these loans made by 
“out-of-town” banks and “others” were 
called for the purpose of converting 
them into bank deposits, the funds were 
left in the New York banks and as a 
rule the latter banks took over the loans 
which had been made by them for the 
account of their customers or their cor- 
respondent banks.* This shifting of 
loans did not generally, therefore, play 
an important part in bringing on the 
liquidating movement, but appears to 
have been the consequence of the decline. 


EFFECT OF DECLINE—NOT CAUSE 


As a whole, the calling of loans by 
“others,” whether for the purpose of 
buying securities, or for the purpose of 
transferring loans to bank deposits, ap- 
pears to have been the effect rather than 
the cause of the recent decline, and it is 
questionable whether it played a part 
of importance in bringing on the crash. 
Any importance that may be ascribed 
to it appears to lie in the fact that 
the selling power let loose on the 
calling of a loan which could not be re- 
placed by the borrower, was greater in 
amount than the buying power, for the 
latter was limited to the amount of the 
loan, while the selling power was the 
market value of the collateral securing 


* See December bulletin of the National City 
Bank of New York, page 178. 


the loan, which presumably amoynted 
to from 39 to 50 per cent. more than 
the loan itself. It is to be noted, how- 
ever, that money was easier, in the week 
of October 23-30, than in any week for 
a good many months, so that brokers 
with good security had no particular 
difficulty in replacing loans which may 
have been called. 

We must, therefore, look elsewhere 
than the calling of loans for “others” to 
find the primary cause of the 1929 mar- 
ket crash. The chief cause, the writer 
believes, is to be found in the fact that 
the 1928-29 wave of speculation result- 
ed finally in the issuance of more new 
securities than could be absorbed by the 
nation’s investors in so short a space of 
time, so that a large proportion was 
taken by speculators on margin. When 
the time came that the army of poten- 
tial sellers far outnumbered the poten- 
tial buyers, there was only one way for 
the market to go. 

Why has there been no liquidation 
of bank credit during this period of 
market deflation? The answer given by 
some** is that, in effect, borrowing by 
individuals, direct from banks, has re- 
placed borrowing through brokers. This 
theory presupposes that in the week of 
October 23-30, when the panic feeling 
was at its height, thousands of people 
rushed to their banks in New York to 
buy stocks on margin, at the very time 
that thousands of persons carrying 
stocks on margin with brokers, rushed 
to sell. An ingenious theory, but one 
which does not seem to fit the facts. By 
and large, the man who buys stocks on 
margin at his bank is much the same 
type of individual as the one who buys 
through a broker. When the market de- 
clines, his bank calls on him for addi- 
tional margin in just the same way that 
the broker does, so that his securities 
are sold out if he is unwilling, or un- 
able, to put up more margin. Conse- 
quently, we cannot support the theory 
that individuals by the thousands bought 


** For some comments on this point refer- 
ence is made to the December issue of Fi- 
nance & Trade Commentary published by 
J. Henry Schroder Banking Corporation. 
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stocks on margin on an absolutely un- 
precedented scale through the banks of 
New York, in a week of the most press- 
ing liquidation that has ever been 
known. There seems to be no possibility 
whatever that such buying would even 
counterbalance the selling for such ac- 
counts during the week in question, let 
alone account for a gain of almost a 
billion and a quarter in such loans. 


BANKING POOL IN MARKET 


A more logical interpretation of the 
loan statistics of the week seems to be 
that the banking pool, consisting of cer- 
tain private bankers and a group of the 
security companies affliated with the 
largest banks of the city, stepped into 
the market and bought stocks in enor- 
mous quantity. It is hard to escape the 
conclusion that the purchases made by 
this particular banking group and by 
other groups which were formed to ac- 
quire large blocks of stock that were be- 
ing forced for sale, ran less than a bil- 
lion dollars, and they may have been 
substantially more than this sum. At the 
time this article is written, it seems un- 
likely that an important proportion of 
these purchases has been sold, for if this 
had been the case, and the loans of this 
emergency character had been elimi- 
nated from the portfolios of the bank, 
we would be justified in expecting to see 
a very substantial reduction in the re- 
porting members banks’ total of out- 
standing security loans. In this con- 
nection it might be noted that the 
December bulletin of the National City 
Bank, in referring to the operations of 
the banking pool, made the statement 
that it had not been liquidated. 

What will be the outcome of this sit- 
uation of a market deflation without 


liquidation of bank credit? Must this 
still be liquidated, and, if so, will this 
cause further depression in security mar- 
kets, or can the liquidation be accom- 
plished during an era of stable or rising 
prices? 

Any discussion of these aspects of the 
situation must take into cognizance the 
fact that the bulk of the financing re- 
quired to bring about the 1928-29 ad- 
vance in stocks did not come chiefly, or 
even importantly, from the member 
banks of the Federal Reserve System, 
but was chiefly advanced by “others”. 
No accurate figure of the amount of li- 
quidation of such credit during the last 
two months is possible, owing to the in- 
sufficiency of the statistical data cover- 
ing this type of lender. However, it is 
hardly to be doubted that this liquida- 
tion has amounted to less than three bil- 
lion dollars, and it has probably exceed- 
ed this sum by a fairly substantial 
amount. Other factors which will have 
a bearing on the question of possible 
necessity for future liquidation of bank 
credit are the apparent recent change 
in Federal Reserve open market policy 
which has resulted in a substantial low- 
ering of interest rates, and in a reduc- 
tion of member bank borrowings to the 
lowest level since 1927; the current low 
rate of issuance of new securities, which 
is tending to liquidate outstanding se- 
curity credit through forcing savings to 
flow into existing securities; the decline 
in business activity which is reducing 
the demand for commercial funds; the 
current out-flow of gold, together with 
other factors of minor importance. 
These aspects of the outlook for 1930 
will be discussed in an article in the 
February issue of THE BANKERS Mac- 
AZINE. 
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Problems in Bank Credit 


By M. E. RoBERTSON 


THE BANKERS MaGazZINE has secured the services of a capable credit man to 


answer the inquiries of readers on current problems of the credit manager. 


Questions 


of general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MaGazINE, 71-73 Murray Street, New York. 


UESTION: Don’t you think that 

a credit man who has turned 
down a proposition and then finds it 
goes along successfully for some time 
has made a mistake? Cc. B. i. 


ANSWER: A person’s judgment in 
declining a company is presumably 
based on facts, plus the person’s exper- 
ience, which qualify him to pass judg- 
ment. It is, therefore, assumed that the 
turndown was because the risk involved 
did not compensate for the gain that 
would be made in taking it. The life in- 
surance company turns down a man, he 
lives on for years and gives all the out- 
ward appearances of health, but there 
was some factor that made the risk too 
great. You would not say that it made a 
mistake, so why say the credit man makes 
a mistake? He is presumably just as 
much of an expert in his line as the 
doctor is in his and his judgment on 
credits quite as able as the doctor’s on 
medical matters. 


QUESTION: Should a liberal divi- 
dend policy be criticised? E. L. 


ANSWER: It all depends on the 
company. What is its financial position? 
Has it ample working capital? Has it 
fully expanded its territory and is not 
likely to do any expanding? Even if it 
has not reached limit of territory, has it 
attained volume and market with which 


it is satisfied and beyond which it will 
not greatly expand or which expansion 
will not be taken care of by present 
working capital and future profits? If 
the answer to some of these questions 
might be “yes,” then why are you in- 
terested in the credit? Why should the 
company borrow? One possible reason 


is that business and funds to carry it 
over peak season would be troublesome 
to employ at other seasons. Your ques’ 
tion is impossible to answer without a 
lot of supplementary information. 


QUESTION: I read this column of 
the magazine with a great deal of inter- 
est. I have read some of the many ques- 
tions that may be raised in conjunction 
with a statement and I am, therefore, 
aware of difficulty one would have in 
outlining a procedure of analysis. I 
should like very much, however, if you 
would outline some way in which, in 
your judgment, one might proceed. 1 
am sure the many readers of this col- 
umn would value your comments. 


W. R.A. 


ANSWER: As you are well aware, 
from the tone of your letter, the task of 
outlining a procedure of statement an- 
alysis is a difficult one. It is difficult be- 
cause when a person has the background 
of knowledge essential, i. e , accounting, 
how the statement is prepared, etc., and 
then is aware of the reason for analyz- 
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ing it, the most useful and necessary 
thing to properly analyze it is good com- 
mon sense. Any statement may present 
items of an unusual nature and any 
statement may present usual items about 
which a good analyst may uncover some- 
thing unusual. That, after all, is the 
result of a good analysis—the ability to 
pick the statement apart and break it 
down to a point where it will disclose 
some real facts of interest. Let us as- 
sume that we receive a balance sheet 
which we desire to analyze. The first 
procedure is to place it on a comparison 
form, classifying the items as to quick 
and slow. The usual current assets are: 
Cash 
Call loans 
Government securities 
Accounts receivable customers (net 
of reserves) 
Trade acceptances (net of reserves) 
Notes receivable customers (net of 
reserves) 
Merchandise inventory 
The usual slow assets are: 
Notes and accounts receivable from 
officers or other than customers 


Real estate and buildings 
Machinery and fixtures, autos, etc 
Prepaid expenses 

Supplies 

Cash surrender value of life insur- 


ance 

Investments in subsidiaries 

Investments other than those made in 
readily marketable securities for 
other than temporary purposes 

Sinking fund assets where liability 
is carried as slow liability 

The usual current liabilities: 

Money due banks and bankers 

Trade acceptances payable 

Notes payable—trade 

Notes payable—others 

Taxes 

Miscellaneous items 

Portions of bonds and mortgages 
payable within year 

The usual slow liabilities: 

Mortgages payable—due more than 
one year from date 

Funded debt—due more than one year 
from date 


Money due—unlikely to be paid 
and properly subordinated by 
agreement to other current debts 

After properly classifying the items 
you are able to arrive at certain ratios. 

The most usual. of these is the current 
ratio showing the number of dollars the 
company has in current assets to pay 
each dollar of current debt. This is the 
ordinary two for one position we com- 
monly hear of, but the desirable ratio is 
dependent, as are all other ratios, upon 
the line of business. 

Perhaps a statement relationship, not 
ordinarily spoken of as a ratio, which 
receives the next greatest amount of 
most bankers’ attention, is the relation- 
ship of the total of cash and good re- 
ceivables from customers to total current 
debts. It is generally felt that cash and 
receivables should give an amount equal 
to or in excess of current debt. 

A ratio getting quite an amount of 
attention either consciously or uncon- 
sciously is the ratio of total debt to net 
worth. 

We are probably then inclined to 
look at two ratios for which we need 
the company’s sales. First, the ratio of 
merchandise to sales, indicating turn- 
over, and, second, the relationship of 
receivables to sales, to indicate collection 
policy. 

There are other ratios frequently 
spoken of, i. e.: 

Ratio of cash to current debt 

Ratio of receivables to merchandise 

Ratio of fixed assets to worth 

Ratio of fixed assets to sales 

While these ratios have their pur- 
pose, they are, perhaps, not put to quite 
as general use. The ratio of cash to cur- 
rent debt may not indicate very much. 
The ratio of receivables to merchandise, 
too, is a qualitative one intended chiefly 
to show the trend of the two most im- 
portant current asset items and the vary- 
ing degree to which they enter in the 
total current assets. It seems to the 
writer that the relationship of cash and 
receivables to debt offsets the use of this 
ratio in a clearer and more interesting 
way. The ratio of fixed assets to worth 
is intended to show that portion of cap 
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ital invested in fixed assets. The ratio of 
fixed assets to sales is intended to show 
the productivity in fixed assets. 

Naturally, the proper ratio or rela- 
tionship depends upon the line of busi- 
ness. A proper ratio for a cotton mill 
is not a proper ratio for a wholesale 
hardware company. The most inter- 
esting data as to proper ratios for var- 
ious lines of business are the result of 
an able and careful survey by Alexander 
Wall on behalf of the Robert Morris 
Associates. 

The purpose of making these deduc- 
tions from the statement is to analyze 
the risk; analyzing the statement is only 
a part of analyzing the risk and in this 
answer the writer is talking about the 
statement analysis only. 

It is very difficult to make real de- 
ductions from a single balance sheet or 
at least, if not difficult, it is certainly 
most hazardous. The analyst should real- 
ly have the figures of the company over 
a period of years all set up side by side 
on the same basis. Some analysts prefer 
to arrive at a number of ratios from each 
statement and compare these ratios over 
the period for the purpose of showing 
trends. Some others probably prefer to 
glance along the items and make men- 
tal deductions. A horizontal glance along 
the lines of sales, net worth and net 
working capital, readily shows trends. 
A glance along the lines of merchandise, 
receivables, plant and current debt, does 
not reveal any facts quite as evidently 
because whether receivables, merchan- 
dise, plant or debt are large is a mat- 
ter of relation to some other item or 
items. It is necessary therefore, to re: 
gard these items in relation to others 
whether or not actual ratios are. figured 
and set up. 

The writer mentioned at the begin- 
ning of this answer that a knowledge of 
accounting was necessary to make a 
proper analysis and intended thereby 


to eliminate any mention of analysis of 
statement items because naturally one 
versed in accounting would see that 
items were proper and in order before 
analysis was attempted. It might be 
well, however, to touch briefly on this 
item. Naturally, the analyst has as im- 
portant a job in analyzing the items as 
in analyzing the statement after items 
are classified. For example, he should 
naturally question the goodness of re- 
ceivables, the adequacy of reserves for 
losses, and the basis of valuation of mer- 
chandise. The fact that merchandise in 
total may be in proper proportion may 
not prove its goodness. Perhaps, the com- 
pany is long on inventory for some end 
of the business and short on the inven- 
tory for some other. Perhaps, it has a lot 
of slow moving or obsolete merchandise 
and on current moving merchandise 
cannot make proper deliveries. Then 
there is the matter of investments in sub- 
sidiaries, separate statements of subsidi- 
aries, consolidated balance sheets, one 
eye on the lookout for a “sick” subsidi- 
ary draining the life of the whole’ en- 
terprise, etc. Also, maturity of mort- 
gages or funded debt and the likelihood 
of refinancing, both from market out- 
look, money conditions and company’s 
record. Fixed charges have their place in 
analysis. Retirement of mortgages, 
funded debt, preferred stock and the 
possibility of draining working capital— 
all these things and more must be con- 
sidered in statement analysis. The writ- 
er’s suggestion is that a person inter- 
ested in credits supplement his account- 
ing knowledge by reading books on 
budgeting, inventory control, manage- 
ment, economics, etc., and he will find, 
at some time or other, he can use them 
all in his statement analysis work. It is 
a matter of having a lot of fundamental 
knowledge, and applying good common 
sense rather than following any set 
procedure. 





HOW DO THEY MEASURE UP 
AWAY FROM HOME ? 


Your checks are the only part of your 
service that a customer can carry home 
with him. 

How well do your checks measure up 
when they’re the only visible reminder of 
your bank—when there’s nothing but their 
appearance to suggest the dignity and 


strength of your institution ? 


Any way you look at it, La Monte 
National Safety Paper is distinct- 
ly better. Rich—dignified —hand- 
some. It advertises your bank in 
the way you really like to have it. 
Besides, it offers exceptional 
opportunities for a striking dis- 
play of private marks or emblems. 
It’s the standard in check papers 
—the choice of more than 60% 
of the nation’s progressive banks. 
Bankers, depositors — everyone 
identifies it instantly by its wavy 
lines. George La Monte & Son, 
61 Broadway, New York. 
FREE—An unusual 
sample book of checks, 


A-3, made on La Monte 
National Safety Paper. 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


USURIOUS NOTE NOT MADE 
VALID BY A PROVISION 
TO THAT EFFECT 


Consolidated Plan of New Jersey, Inc., 
v. Shanholtz, Supreme Court of New 
Jersey, 147 Atl. Rep. 401 


NEW JERSEY statute (P. L. 
A 1914, p. 75 §§ 5, 6) limits the 
rate of interest on small loans 
to 3 per cent. per month. This statute 
provides that no charges, bonus fees, 
expense or demands of any nature shall 
be made upon such loans except upon 
the actual foreclosure of the security 
or upon entry of judgment. 

In this case the plaintiff brought suit 
on a note which carried interest at the 
rate of 3 per cent. and contained a 
further provision for a 15 per cent. 
attorney's fee upon default in pay- 
ment. The note declared that this fee 
should not be construed as being in 
violation of the statute above men- 
tioned. It was held that this provision 
did not make the note valid and that 
the plaintiff was therefore not entitled 
to recover on the note. 

Action by Consolidated Plan of New 
Jersey, Inc., against Meyer Shanholtz 
and others. Judgment for defendants, 
and plaintiff appeals. Affirmed. 


PER CURIAM. The plaintiff be- 
low, a loan company organized under 
the act of 1914, brought suit upon a 
promissory note. The district court 
entered a judgment in favor of the 
defendant, and the plaintiff appeals. 
The note, so far as pertinent, provides 
as follows: 


“New Brunswick, N. J., January 18, 
1929, 

“We, the undersigned jointly and 
severally, for value received, promise to 


pay to the order of Consolidated Plan 

of New Jersey, Inc., at its office, 137 

Albany Street, New Brunswick, N. J., 

the sum of one hundred fifty dollars 
in monthly installments 

until the -balance 

shall be paid, together with interest on 

all unpaid balances of said principal, 

at the rate of three per cent. per 

month. ; 

“Upon default in the payment of 
the whole or any part of this note, the 
undersigned jointly and __ severally 
further agree to pay * * * all reason- 
able costs including attorney's fees that 
may be incurred in collecting the whole 
or any part of this note, said attorney's 
fees to be fixed at Fifteen ($15.00) 
Dollars plus fifteen (15%) per cent. 
of the amount of such sum of principal 
and interest then due, provided, the 
same shall not be construed to charge 
any or all of the undersigned to obli- 
gate them to pay any interest charges, 
bonus, fees, expense or demands of any 
nature whatsoever in excess of that 
now allowed by chapter 49 of the Laws 
of 1914 of the State of New Jersey 
and the amendments thereof.” 


The plaintiff's state of demand seeks 
the recovery of the principal due upon 
the note, with interest at the rate of 3 
per cent. a month and the attorney's 
fees called for in the note. 

The district court held the note void 
as a violation of section 5 of chapter 49 
of the Pamphlet Laws of 1914 (page 
75). The act in question is entitled: 
“An Act to define, regulate and control 
the business of the making of loans or 
advancements of money in sums of 
three hundred (300) dollars or less in 
amount, and to regulate the assignment 
of wages when given as security for 
any such loan or advancement.” 
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SERVICE 


BANK’S usefulness may 

be measured by the 
number of those who avail 
themselves of its service. 


Four hundred thousand cus- 
tomers—firms and individuals 
—use the facilities of The 
Bank of United States. 


Fifty-eight banking offices, 
each complete in itself, each 
understanding the needs of its 


ea = particular community, minis- 
° e . . 
ter to their requirements. 


THE BANK OF UNITED STATES BUILDING 


Whatever the type of banking 
service desired—commercial or thrift, domestic or for- 
eign, trust or investment service—it is available at each 
of our fifty-eight banking offices. 


Che Bank of United States 


Main Office: Fifth Avenue at 44th Street 
NEW YORK CITY 
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Section 5, so far as pertinent, pro- 
vides: ““No such licensee shall charge 
or receive of the borrower or borrowers, 
or any other person on his, her or their 
behalf, a greater rate of interest than 
three per centum per month. Such 
interest shall not be payable in advance 
and shall be computed on unpaid bal- 
ances. No charges, bonus, fees, expense 
or demands of any nature whatsoever 
other than interest as above provided 
shall be made upon such loans or ad- 
vancements except upon the actual 
foreclosure of the security or upon the 
entry of judgment.” 

Section 6 is as follows: “The viola- 
tion of any provision of this act shall 
be a misdemeanor, and if such viola- 
tion be by a corporation, then such 
violation shall be a misdemeanor on the 
part of any person participating therein 
aS a representative or agent of said 
corporation. Every loan in connection 
with which such violation shall have 
occurred shall be absolutely null and 
void, and the borrower shall be entitled 
to recover from the lender any or all 
sums paid or returned on account of 
or in connection with such loan.” 

Obviously, if it were not for the 
provision in the note that it is not to 
be construed to violate the statute in 
question, the exaction of the forbidden 
fee would render the instrument void. 

“Commercial paper cannot be based 
on any consideration which is a viola- 
tion of an express statutory provision.” 
8 Corpus Juris, 243. 

The Legislature having forbidden the 
making of charges, fees, and demands 
other than interest upon these small 
loans, the lender has exacted that in 
the instrument which, under the statute, 
renders his note void. By saying in the 
note that the exaction is not to be 
construed as a violation of the legisla- 
tive prohibition does not save the 
situation. We are not construing the 
note as an exaction of that which is 
forbidden. The note itself calls for that 
which is forbidden, and the lender, 
having sought that which he was not 
entitled to, cannot be heard to say that 
that which he seeks he does not seek. 


Legislative enactments are not to be 
played fast and loose with, and cor- 
porations who violate the law cannot 
be heard to say that they did not 
intend that their violations of the law 
should be construed as such. They, 
like all others, must stand or fall by 
their own acts. 

The judgment below is affirmed, with 
costs. 


COLLECTING BANK NOT LIABLE 
FOR CORRESPONDENT'S 
NEGLIGENCE 


Qualls v. Farmers’ & Merchants’ Bank, 
Supreme Court of North Carolina, 
149 S. E. Rep. 546 


The plaintiff in this case deposited a 
check in the defendant bank. The 
defendant sent the check to a corre- 
spondent which sent it direct to the 
drawee. The latter remitted by draft 
but failed before the draft could be 
collected. 

The plaintiff sued the defendant, con- 
tending that the act of the correspon- 
dent bank in sending the check direct to 
the drawee constituted negligence and 
that the defendant bank was liable on 
the theory that a collecting bank is re- 
sponsible for the -negligent acts of its 
correspondents. 

As to the liability of a bank for the 
negligence of its correspondents, there 
are two rules. One rule holds that 
the collecting bank is not liable, pro- 
vided it has used proper care in the 
selection of its correspondent banks. 
The other rule holds that the collecting 
bank is liable whether or not it used 
due care in the selection of its cor- 
respondents. 

North Carolina, in which this case 
arose, follows the former rule and holds 
that the collecting bank, having selected 
suitable correspondents, will not be 
liable for their defaults. 

The court further held that, even 
though the defendant were liable for 
its correspondents’ negligence, there 
would be no liability in this case for 
the reason that the sending of a check 
direct to the drawee bank is authorized 
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by a North Carolina statute, Public 
Laws of 1921, c. 4, § 39. The same 
statute also authorizes the acceptance 
of a draft in payment of a check. It 
was accordingly held that the plaintiff 
could not recover. 

Submission of controversy without 
action under C. S. § 626, by H. W. 
Qualls against the Farmers’ & Mer- 
chants’ Bank. Judgment for defendant, 
and plaintiff appeals. Affirmed. 

Submission of controversy without 
action, under C. S. §626, upon the fol- 
lowing facts: ~ 

(1) The plaintiff is a resident of 
Halifax county, N. C., and the Farmers’ 
& Merchants’ Bank was a banking cor- 
poration under the laws of the state 
of North Carolina, with its principal 
place of business in Littleton, Halifax 
county, N. C. 

(2) On or about the 17th day of 
December, 1925, O. B. Taylor & Co., 
for value, drew its check on the Bank 
of Whitakers, a bank then doing busi- 
ness under the laws of the state of 
North Carolina, with its principal place 
of business in Whitakers, N. C., said 
check being in favor of Louis Lynch, 
and in the sum of $390.55, which said 
check was, in due course, for value, 
indorsed by the said Louis Lynch to 
the order of H. W. Qualls. 

(3) On the 21st day of December, 
1925, H. W. Qualls deposited said 
check for collection with said Farmers’ 
& Merchants’ Bank, using therefor a 
deposit slip furnished by said bank on 
which is the following notation: “All 
items are accepted at the depositor’s 
risk until we have received final actual 
payment. We assume no liability be- 
yond due diligence in forwarding items 
to any bank or collection agency.” 

(4) On said date December 21, 
1925, the account of the said Qualls 
with said Farmers’ & Merchants’ Bank 
was duly credited with the amount of 
said check, to wit, the sum of $390.55, 
and that on the same date the said 
bank forwarded said check for collec- 
tion to the First National Bank of 
Portsmouth, Va., a duly organized and 
acting bank, and the regular corres- 


pondent of the Farmers’ & Merchants’ 
Bank, which said check was received 
by said First National Bank of Ports- 
mouth on the 23d day of December, 
1925. 

(5) The First National Bank of 
Portsmouth, on the 23d day of Decem- 
ber, 1925, forwarded said check to the 
Merchants’ National Bank of Rich- 
mond, Va., which bank, on the next 
day received same and forwarded it to 
the Bank of Whitakers for payment. 

(6) On the 30th day of December, 
1925, the Bank of Whitakers sent to 
the Merchants’ National Bank of Rich- 
mond its draft on the National Bank 
of Commerce of Norfolk, Va., in pay- 
ment of said item, which was duly 
presented and payment was refused 
because the Bank of Whitakers did not 
have sufficient funds available with 
which to pay it. Thereafter the First 
National Bank of Portsmouth, Va., 
charged back against the Farmers’ & 
Merchants’ Bank of Littleton, N. C., 
the amount of said check, and on Janvu- 
ary 8, 1926, the Farmers’ & Merchants’ 
Bank of Littleton charged back said 
check against the account of the said 
H. W. Qualls. 

(7) When said check was sent by 
the Merchants’ National Bank of Rich- 
mond to the Bank of Whitakers, the 
Bank of Whitakers marked the same 
“Paid,” and on the Ist of the following 
month returned said check to O. B. 
Taylor & Co., marked “Paid.” 

(8) On or about the 17th day of 
December, 1925, the date on which said 
check was drawn, and continuously 
thereafter, on the books of the Bank 
of Whitakers, there was:to the credit 
of the defendant O. B. Taylor & Co., 
sufficient balance with which to pay 
said check. 

(9) During the times above men- 
tioned, and ever since, the Bank of 
Whitakers was and is insolvent. 

(10) H. W. Qualls has never been 
reimbursed on account of said check. 

(11) The route selected for sending 
said check by the defendant was the 
usual and customary one. 

(12) On January 4, 1926, the Bank 
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of Whitakers was closed by the Corp- 
oration Commissioners of North Caro- 
lina on account of its insolvency. 

Upon these facts it was adjudged 
that the plaintiff recover nothing, and 
that the defendant recover its costs. 
Affirmed. 

Joseph P. Pippen, of Littleton, and 
Dunn & Johnson, of Enfield, for ap- 
pellant. 


ADAMS, J.—In Quarles v. O. B. 
Taylor & Co. and the Farmers’ & 
Merchants’ Bank we held that as to 
Taylor & Co. the check in controversy 
had been paid. 195 N. C. 313, 142 
S. E. 25. The action is now prosecuted 
against the bank alone. 

In this appeal the first question is 
whether the plaintiff is entitled to pre- 
vail on the ground that one of the 
correspondent banks, the Merchants’ 
National Bank of Richmond, instead 
of demanding the cash, accepted the 
drawee’s check or draft on another 
bank, which was not paid for want of 
funds. The question involves the legal 
relation sustained by the plaintiff, not 
only to the defendant, but to the cor- 
responding banks to whom the check 
in controversy was sent in due course 
of the attempted collection, and with 
us, notwithstanding a divergence of 
views expressed by various courts, this 
relation has been definitely determined. 
We have adopted the Massachusetts 
rule, which is thus stated: When the 
first bank transmits the paper with 
proper instructions to a reputable and 
proper agent, either in the place where 
the collection is to be made, or in the 
place nearest’ thereto where it has a 
correspondent or agent whom it deems 
fit to employ for the purpose of for- 
warding, it has done its duty, and is 
not responsible for the negligence of 
the correspondent or its agents. 1 
Morse on Banks (6th Ed.) § 274. 
Accordingly, in Bank v. Bank, 75 N. 
C. 534, 535, Bynum, J., cited Fabens v. 
Mercantile Bank, 23 Pick. (Mass.) 330, 
34 Am. Dec. 59, and quoted with ap- 
proval this statement of the principle: 


“It is well settled that when a note is 
deposited with a bank for collection 
which is payable at another place, the 
whole duty of the bank so receiving 
the note in the first instance is season- 
ably to transmit the same to a suitable 
bank or other agent at the place of pay- 
ment. And as a part of the same 
doctrine, it is well settled that if the 
acceptor of a bill or promisor of a 
note has his residence in another place, 
it shall be presumed to have been in- 
tended and understood between the 
depositor for collection and the ‘bank 
that it was to be transmitted to the 
place of residence of the promisor.’ To 
which, in Bank v. Floyd, 142 N. C. 
187, 191, 55 S. E. 95, 96, the words 
“drawee or payor” are superadded. In 
the latter case there is a comprehensive 
discussion of the principle by Justice 
H. G. Connor, who said that Bank v. 
Bank, supra, had been recognized as 
controlling in this state, and as sus- 
tained by the weight of authority “in 
other courts and the reason of the 
thing.” He also approved the propo- 
sition affirmed in Bank v. Bank, 71 Mo. 
App. 451, that, if a bank receives a 
paper for collection on a party at a 
distant place, the agent it employs at 
the place of payment is the agent of 
the owner and not of the bank, and if 
the bank selects a competent and reli- 
able agent and gives proper instructions 
its responsibilities cease. 

In his brief the plaintiff admits we 
are committed to the Massachusetts 
rule, but he insists that our decisions 
supporting it should be overruled. As 
an exhaustive investigation of the 
authorities led to the conclusion reached 
in Bank v. Floyd, supra, that is, that 
the rule is sustained both by reason and 
by the weight of judicial thought, we 
see no convincing reason for receding 
from the position which has_ been 
uniformly upheld by this court for 
more than half a century. See annota- 
tions in 52 L. R.'A. (N. S.) 608, and 
in 36 A. L. R. 1308. 

The Merchants’ National Bank of 
Richmond sent the check to the drawee 





SMALLER 
and more convenient 


American Express 


Travelers Cheque 





~2]| The above illustrates the relative size of the new and old Cheques Je- 
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ANY of your depositors are prob- 

ably numbered among the 850,000 
travelers who carry American Express 
Travelers Cheques during the year. 
They will be pleased when you show 
them the new Cheques, because they 
are much more convenient. Eight no- 
table features of this travelers’ ~ uni- 
versal currency are: 


1. The new Cheques are smalier...have 
one fold...and make a thinner, more 
compact wallet. 


. The fold does not interfere wich the 
two signatures. 


. The Cheque covers are thinner, more 
flexible, of better quality. 


. They fit nicely into the ordinary wal- 


let or bill-fold designed for the new 
Government bills. 


. For the women—they nestle into any 
size handbag without crowding. 


. For the men—they slip comfortably 
into the inside pocket. 


. Their small size enables the traveler 
to provide himself in advance with 
sufficient funds for his entire trip. 


. Thegeneral appearanceofthe Cheque 
isunchanged — same blue color, same 
signature method of identification. 


Though both sizes of Travelers Cheques 
will be in circulation for a period, both 
will be readily honored. This situation 
is comparable to the larger and smaller 
U. S. paper currency. 


The reduction in size of these Cheques 
is another evidence of the American 
Express Company’s alertness to trav- 
elers’ needs, whether it be a matter of 
safety, helpful personal service, or, as 
in the present case, a matter of greater 
convenience for patrons. 
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bank; but, if this could formerly have 
been negligence, as held in Bank v. 
Floyd, supra, and in Bank v. Trust Co., 
172 N. C. 345, 90S. E. 302, it would 
row be recognized as “due diligence,” 
in view of the provisions of Pub. Laws 
1921, c. 4, § 39. It was so held in 
Bank v. Barrow, 189 N. C. 303, 309, 
127 S. E. 3. The Merchants’ National 
Bank of Richmond was the agent of 
the plaintiff, and its liability to its 
principal, if any, would not be the 
liability of the defendant. Besides, as 
above suggested, under Pub. Laws 1921, 
>. 20, the plaintiff's check, having been 
presented to the drawee through the 
post office, was payable by the drawee 
on exchange drawn on its reserve de- 
posits, in the absence of a contrary 
specification on the face of the check. 
The drawer did not, on the face of 
the check, demand payment in cash; 
nor was such demand made by the 
plaintiff as indorser. The plaintiff's 
agent, the Merchants’ National Bank 


of Richmond, received just what it was 
authorized to accept. 


Braswell v. Bank, 
197 N. C. 229, 148 S. E. 236. 

The second question is whether the 
defendant was negligent in failing 
promptly to notify the plaintiff of non- 
collection. The drawee was closed by 
the Corporation Commission on Janu- 
ary 4, 1926. It does not clearly appear 
when the defendant was notified that 
the First National Bank of Portsmouth 
had charged back to it the amount of 
the check; but it does appear that the 
defendant charged the amount against 
the account of the plaintiff on January 
8, 1926, and in the absence of specific 
evidence it is reasonable to infer that 
the plaintiff was immediately notified. 
In any event, there is no evidence of 
loss sustained by the plaintiff by reason 
of the alleged delay. 

We concur with his honor in the 
conclusion that the facts agreed disclose 
no such negligence or want of due 

iligence on the part of the defendant 
as will subject it to liability in damages 
to the plaintiff. Judgment affirmed. 

Affirmed. 


PROVISION PRECLUDING GUAR- 
ANTOR FROM SETTING 
UP DEFENSE 


Nye v. Chase National Bank, United 
States Circuit Court of Appeals, 
34 Fed. Rep. (2d) 435 


A provision in a _ contract of 
guaranty that the guarantor has no 
defense to an action on the guaranty 
is invalid. Such a provision is void 
as against public policy in that it at- 
tempts to preclude a person from 
asserting a remedy in the courts. A 
provision of this kind, however, does 
not invalidate the contract of guaranty 
in which it appears. The guarantor 
remains liable on his contract in spite 
of the invalidity of the provision. 

In this case it appeared that the 
Mechanics’ & Metals National Bank 
made loans upon promissory notes to 
the American Range & Foundry 
Company, which loans were guaranteed 
by the defendants. The guaranty con- 
tained the following language: “And 
we declare and covenant with the said 
Mechanics & Metals National Bank 
of the City of New York, its successors 
or assigns, that we have no defense 
whatever to any action, suit or pro- 
ceeding at law, or otherwise, that may 
be instituted on this guaranty.” 

One of the defenses was that since 
the clause quoted operated to deprive 
the defendant of asserting a defense in 
the courts it was void. The court 
agreed with this contention but held 
that the defendants were liable on the 
contract of guaranty nevertheless. In 
other words the court eliminated the 
objectionable clause and proceeded to 
enforce the contract as if the clause 
had not been there. In holding the 
defendants liable the court said, in part: 


“But one question remains, and that 
is whether the guaranty is unenforce- 
able in being contrary to public policy. 
We have examined the cases upon 
which counsel for appellants (defen- 
dant guarantors) rely, and find they do 
not support this defense. Here was a 
contract that disclosed a valid consid- 
eration for a valid promise to repay the 
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loans which should be made to the 
foundry company, and the plaintiff's 
recovery was not dependent on or con- 
nected with any illegal transaction or 
matter. It was not essential for the 
bank to prove any fact except the loans 
evidenced by the notes and nonpay- 
ment of the same. The proofs rendered 
the defendants fully liable. The stipu- 
lation precluding a defense was in- 
valid, but it was wholly unnecessary 
to plaintiff's case, and without it the 
obligation of repayment was completely 
made out. In such a case the valid 
provisions of the contract are separate 
and may be enforced. Clark on Con- 
tracts, pp. 471, 472. The text in 13 
C. J. 502, 503, correctly states the 
rule of liability, as follows: ‘An agree- 
ment will be enforced, even if it is 
incidentally or indirectly connected 
with an illegal transaction, provided it 
is supported by an independent con- 
sideration, or if plaintiff will not re- 
quire the aid of the illegal transaction 
to make out his case. But if plaintiff 


in establishing his case is compelled to 


resort to the illegal contract no recovery 
can be had.’ 

“Appellants rely on some of the 
cases there cited. Among them is 
McMullen v. Hoffman, 174 U. S. 639, 
19 S. Ct. 839, 43 L. Ed. 1117, where 
two parties made collusive bids for 
public work, agreeing to share the losses 
and profits of the successful bidder, 
and, in a suit by one against the other 
for profits, it was held he could not 
prevail, as he was required to show an 
illegal undertaking. In Hazelton v. 
Sheckels, 202 U. S. 71, 26 S. Ct. 567, 
50 L. Ed. 939, 6 Ann. Cas. 217, a 
contract to deliver property, a part of 
the consideration for which was ser- 
vices in procuring legislation and a sale 
to the United States, was held to be 
void as against public policy. In 
Guaranty Trust & Safe-Deposit Co. v. 
Green Cove Railroad Co., 139 U. S. 
137, 11 S. Ct. 512, 35 L. Ed. 116, it 
was held a clause in a deed of trust 
providing an exclusive mode of sale was 
restrictive of judicial remedy and juris- 
diction and was invalid, but it was not 


held to prevent enforcement of the 
lien. It is obvious the above and other 
like cases furnish no support for ap- 
pellants’ contention. 

“Counsel are right in their position 
that agreements and statutes designed 
to prevent a remedy in the Federal 
courts are invalid. Terral v. Burke 
Const. Co., 257 U. S. 529, 42 S. Ct. 
188, 66 L. Ed. 352, 21 A. Li R. 186; 
Hanover Fire Ins. Co. v. Harding, 272 
U. S. 517, 47 S. Ct. 179, 71 L. Ed. 
372, 49 A. L. R. 713; Frost Trucking 
Co. v. R. R. Commission, 271 U. S. 
583, 46 S. Ct. 605, 70 L. Ed. 1101, 47 
A. L. R. 457; Williston on Contracts, 
vol. 3, § 1725. But it does not follow 
that the rights of the contracting parties 
are affected by a stipulation or law that 
applies only to a remedy. It is pre- 
served in-a contract when the consid- 
eration and the promise given for it 
are susceptible of proof independent 
of the invalid remedial clauses. 

“In this case the criticised stipulation 
may simply be eliminated, leaving the 
contract unimpaired. The object was 
doubtless to make the bank’s demand 
more secure. But the plaintiff's cause 
of action was established without refer- 
ence to the stipulation. Nothing was 
requisite with regard to it at the trial 
but to ignore it as ineffectual. Besides, 
a full opportunity of defense on the 
merits was open to the defendants, and 
they availed themselves of it.” 


BANK PAYING (CHECK ON 
FORGED INDORSEMENT 
NOT LIABLE TO 
PAYEE 


Allen v. Home Savings Bank Co., 
Court of Appeals of Ohio, 
168 N. E. Rep. 399 


Where a bank upon which a check 
is drawn pays the check upon a forgery 
of the payees’ indorsement it will not 
be liable to the payee for the amount 
of the check. The reason is that the 
Negotiable Instruments Law (Gen. 
Code of Ohio, § 8294) provides that 
a bank is not liable on a check unless 
it accepts or certifies it. 
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This is the general rule on this ques- 
tion. In some states a contrary con- 
clusion has been reached, but most 
of these cases were decided before the 
adoption of the Negotiable Instruments 
Law. 

Decisions to the effect that a drawee 
bank is not liable in these circumstances 
are found in the following states: 
Arkansas, Georgia, Illinois, Louisiana, 
Michigan, Missouri, New York, Ohio, 
Oklahoma, Pennsylvania, Texas, Vir- 
ginia and Washington. 

Action by Mary Alford Allen 
against the Home Savings Bank Com- 
pany and others. Demurrer to plain- 
tiff's petition was sustained, and 
plaintiff brings error. Afirmed.—[By 
Editorial Staff.} 


HAMILTON, J.—This case is here 
on error to the sustaining of a demurrer 
to the petition of the plaintiff, Mary 
Alford Allen. 

The question is: Does the plaintiff's 
petition show a cause of action against 
the defendant, the Home Savings Bank 
Company? In so far as the liability 
72 


of the other defendants named in the 
petition is concerned, there is no ques: 
tion here. 

In the petition, the plaintiff claimed 
there was due her the sum of $500, with 
interest, on a bank check, of which 
the following is a true copy, with all 
credits and indorsements thereof: 


“Cincinnati, Ohio, July 7th, 1920. 
“The Home Savings Bank Company 
3-35 
“No. 797 
“Pay to the Order of Mary Alford 
$500.00 Five Hundred and 00/100 
Dollars. 
“C. E. Haeckl, President, 
“Richard E. Zeidler, Secretary. 
‘“Countersigned: 
“Charles Schutz, Sr., Treasurer.” 
Indorsements: 
“Mary Alford 
“E. V. Weibold, Mgr., 
“O. K. T. Alford. 
“O. K. Richard E. Zeidler 
“T. Alford Paid 7—8—20 13-—63.” 


The petition further alleges that, 
without the knowledge or consent of 
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plaintiff, the defendant has wrongfully 
paid to T. Alford, he not being entitled 
thereto, but who in fraud of plaintiff's 
rights had forged the plaintiff's name, 
the amount of said check, of which the 
plaintiff was then the legal owner, and 
to which she had the legal right, and 
that said amount of money is still due 
and owing from the defendant to this 
plaintiff, for which she prays judgment. 

The first matter of importance we 
notice is that the drawee of the check 
is the Home Savings Bank Company. 
The signatures to the check are C. E. 
Haeckl, president, Richard E. Zeidler, 
secretary, and Charles Schutz, Sr., 
treasurer. In so far as the check is 
concerned, the words, “president,” 
“secretary,” and “treasurer,” are de- 
scriptive. There is nothing to show 
on the check what or whom they repre- 
sented as president, secretary, and treas- 
urer. But, passing this proposition, the 


question is: Can plaintiff maintain this 
action against the Home Savings Bank 
Company in the absence of any allega- 
tion of acceptance or certification of the 


check? 

Section 8294 of the General Code of 
Ohio provides: 

“A check does not of itself operate 
as an assignment of any part of the 
funds to the credit of the drawer with 
the bank, and the bank is not liable to 
the holder unless and until it accepts or 
certifies the check.” 

The supreme Court of Ohio in the 
case of Elyria Savings & Banking Co. 
v. Walker Bin Co., 92 Ohio St. 406, 
111 N. E. 147,.L. R.A. I91GD: 433, 
Ann. Cas. 1917D, 1055, holds in the 
syllabus: 

“1. By force of the provisions of 
Section 8294, General Code, there is 


no liability on the part of a bank to 
the holder of a check unless and until 
it accepts or certifies the check. 

“2. Where a check is paid by a 
bank, which is the drawee thereof, on 
a forged indorsement, and there is 
stamped upon the check ‘Paid,’ together 
with the date of the payment and the 
name of the bank, and the check is 
charged to the account of the drawer, 
this is not an acceptance of the check 
within the meaning of section 8294 
and does not create a liability against 
the bank in favor of the true holder or 
payee.” 

In the opinion in this case, at page 
414 of 92 Ohio St., 111 N. E. 149, 
the court says: 

“We are of the opinion that, when 
the legislature enacted Section 8294, it 
intended to cover the subject of the 
liability of a bank to the holder of a 
check. It prescribed when and when 
only there is a liability to the holder. 
In the absence of the conditions therein 
prescribed, no right of action exists in 
favor of the holder. In the present 
case, the checks in question not having 
been certified or accepted within the 
meaning of Section! 8294, there was no 
right of action on the part of the de- 
fendant in error against the banking 
company, and the court of common 
pleas was correct in directing a verdict 
in favor of the latter company.” 

This language is pertinent to the 
case under consideration, and, there 
being no allegation in the petition of 
certification or acceptance of the check 
sued on, there was no right of action 
in the plaintiff alleged, and the trial 
court was correct in sustaining the de- 
murrer to the petition. 

Judgment affirmed. 
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The Personnel of Central Banks 


Methods of Appointment and Powers Given Officers of European 
Central Banks as Compared with Those of the 
Federal Reserve System 


By LioneL D. Epie 


Economist, Investment Research Corporation, Detroit 


O group of central bank officials 
N has been exposed to so much 

harsh criticism of late years as 
the officials of the Federal Reserve 
System. The Federal Reserve has been 
roundly blamed both for the commodity 
and farm deflation beginning with 1920 
and for the stock market inflation end- 
ing in 1929. Repeated attacks have 
raised in the public mind the broad 
question as to whether the leadership 
afforded by our system is better or 
worse than that of foreign systems. 

Nevertheless, in spite of the barrage 
of criticism, the American public has 
attempted to place a load of control 
upon the Federal Reserve unparalleled 
elsewhere. We have looked to the 
Federal Reserve to regulate money 
rates, to help business, to prevent com- 
modity price inflation or deflation, to 
revive agriculture, to check a real 
estate boom, and to control brokers’ 
loans. We have piled up duty after 
duty in the way of greater control, 
harder tasks to accomplish, almost 
super-human responsibilities. And at 
the very same time, great bankers have 
joined with corn-belt senators in pro- 
claiming to the world that the Federal 
Reserve was “without leadership.” 
This situation makes it pertinent to ask: 
How does the personnel of the Federal 
Reserve compare with the personnel 
of the Bank of England, the Bank of 
France, or the Reichsbank? 

The American law is founded upon a 
distrust of strong leadership to a degree 
unknown in any leading country 
abroad. We have twelve banks instead 
of one. If Wall Street tries to dom- 
inate the leadership of one bank, the 
eleven other banks, according to the 


theory, will checkmate the one bank. 
There never before was such a vast 
retinue of officials to run a central 
banking system. Twelve banks with 
nine directors each give a total of one 
hundred eight directors. Add twelve 
governors, eight members of the Fed- 
eral Reserve Board in Washington 
and twelve members of the Advisory 
Council, and you have one hundred 
forty men. This small army of func- 
tionaries is supposed to arrive at a 
common decision as to what central 
bank policy should be. The supposi- 
tion is, of course, absurd. When a 
mob begins to run a railroad, a factory 
or a central bank, strong leadership is 
imperiled. At crucial moments the 
strong leader is over-ruled, vetoed, 
harassed and thwarted. “Democracy” 
is too much at the helm. 


SUCCESS DEPENDS UPON ONE MAN 


America has not learned the lesson 
that the success of a great central bank 
must depend primarily upon the genius 
of some one man. Most foreign coun- 
tries have pyramided the leadership of 
their central banks. Each foreign 
country has placed enormous powers in 
the hands of the governor of its one 
central institution. Even such an out- 
standing figure as our late Benjamin 
Strong had no power to compare with 
that exercised by the Normans and the 
Schachts of Europe. Our Strongs are 
flattened out with checks and balances, 
vetoes and rulings. A great genius in 
New York must not only swing his 
own board of directors, but also must 
swing the board in Washington and 
then somehow keep all eleven other 
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Reserve banks from kicking over the 
traces. 

A recent governor of one of the big 
European central banks is quoted by a 
friend as declaring, “I hold the destiny 
of this country’s industry in the hollow 


of my hand.” There was more truth 
than fiction in such a statement. But 
nobody can imagine any one man in 
our Federal Reserve System making 
such an assertion. 

In London, no one asks: What does 
the Bank of England think? Rather 
the question is, what does Montagu 
Norman think? In America, the sys- 
tem is depersonalized to such an extent 
that one must ask that vague and help- 
less question: What does the Federal 
Reserve System think? What any single 
individual thinks is significant or not 
depending upon whether he belongs to 
the faction which is temporarily in the 
saddle. 

The director of a great foreign cen- 
tral bank informed me that at least 


during his term of service the governor 
had never formally discussed with the 
board the question of raising or lower- 
ing the rate of discount. The director 
of another great bank abroad informed 
me that although the governor sub- 
mitted rate changes to the board for 
approval, the approval was merely a 
matter of form. When the governor, 
after counselling with his assistants, 
believed the rate should be changed, the 
positive recommendation was made and, 
according to the informant, as long as 
he had been a director, the board had 
never questioned the recommendation of 
the governor. 

The writer is not arguing for the 
same degree of centralization in Amer- 
ica. But one need have no hesitation 
in condemning the opposite extreme to 
which matters have been carried in this 
country. People every day lament the 
lack of public respect for central bank 
leadership in the United States. France 
does not know such a situation. The 
Bank of France is probably the least 
criticized central bank in the world. 
Germany does not know such a situa- 
tion. The men of the Reichsbank have 
enemies, but not to interfere with a 
great faith on the part of the German 
people in the force and ability of 
Reichsbank leadership. Even the Bank 
of England, though harassed by Labor 
Party investigation, suffers no loss of 
prestige so far as the genius of its 
leadership is concerned. The investiga- 
tion is primarily to debate abstract 
principles of economic policy, not to 
attack the preeminent ability of the 
governor and his cohorts. It is only in 
the United States, where the law itself 
is framed about the principle of dis- 
trust of leadership, that respect for 
leadership has at various times been at 
low tide. 


FOUNDED ON DISTRUST 


Moreover, the American system is 
founded upon a distrust of bankers. 
When the Federal Reserve Act was in 
the making, a large group of private 
bankers called upon President Wilson 
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to insist that the Federal Reserve Board 
be made up of bankers. The chronicler 
relates that the President put them all 
to rout by asking what man would pro- 
pose that the Interstate Commerce 
Commission be made up of railroad: 
officials or for that matter in what 


country was it ever proposed that a 
regulatory commission be composed of 
the very men who were to be regulated. 


And so it happens that only a minority 
of our Federal Reserve System direc- 
torates are composed of men whose 
primary profession has been banking. 
A very different situation prevails 
abroad. England rules out “joint-stock 
bankers,” it is true, but this is not 
serious when one understands the En- 
glishman’s definition of “banker.” That 
definition applies solely to one who re- 
ceives deposits subject to check, such as 
Midland or Barclays, but does not 
apply to the acceptance houses, bill 
brokers and investment bankers. Now, 
in London, international finance is the 
big event and so these houses which 
regulate international financing and 
export of capital and which technically 
are “non-bankers” simply make up the 
picture of the court of directors of the 
Bank of England. There is no pretense 
at fair, representation of agriculture, 
industry, trade and finance. The classi- 
cal financing houses of “the City”"—the 
Hambros, Lazards, Goschens, Barings, 
etc.—have regular representation at the 
Bank of England, with an occasional 


railroad president or shipbuilder thrown 
in for good measure. After all, it is 
financiers who dominate the Bank of 
England. 

Much the same story may be told of 
France. The great credit banks, such 
as Credit Lyonnais or Societe Generale, 
are not allowed representation at the 
central bank. The reason goes back to 
the fact that the Bank of France does 
business directly with the public and so 
comes into competition with the private 
banks. One does not allow one’s com- 
petitors to sit on one’s own directorate. 
But the great investment bankers and 
the gold merchants are eligible and so 
the Rothschilds and other similar houses 
occupy the limelight when the board of 
the central bank is being chosen. 

The Reichsbank frankly welcomes the 
bankers of Germany to its directorate 
without discrimination of the English 
or French sort. Heads of the big “D” 
banks sit at the inner circle of central 
bank officialdom. 

Consequently, bankers of one sort or 
another practically rule supreme in the 
foreign central banks. 


NO EXCLUSION OF INDUSTRIAL 
VIEWPOINT 


But this does not mean a narrow znd 
selfish exclusion of broad industrial 
viewpoints. The typical] French or 
German banker who serves on the 
board of the central bank is also an 
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official in an iron and steel concern, in 
a shipping company, a railroad corpora- 
tion or an importing firm. The rami- 
fications of interlocking directorates are 
far reaching and serve to bring into 
central bank councils a vast range of 
industrial, agricultural and commercial 
viewpoints. Thus do France and Ger- 
many gain practically what America 
strives for theoretically through her 
legal provision that all industrial in- 
terests be fairly represented. 

Of all the leading countries, England 
has the narrowest basis of industrial 
representation, her central bank being 
heavily weighted with a limited class 
of financiers from “the City.” America 
gives nominal representation to every- 
body, cautious and reserved representa- 
tion to bankers, but decisive representa- 
tion to nobody. 

With respect to a clear-cut sense of 
international responsibilities, the men 
of the Bank of England rank at the 
top of the list. For instance, in 1923 
they swung the tide decisively back to 
the gold standard and took heroic risks 
in financing Austria and other countries 
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in the first stabilization endeavors. The 
very fact that the bulk of the London 
directorate are themselves international 
bankers gives the world-wide point of 
view to that institution. Go down the 
list of that directorate and you will 
find Mr. A. spent years of apprentice- 
ship in Chile, Mr. B. learned the tea 
business in the Orient, Mr. C. was 
trained in South Africa, and so on. 

In sharp contrast the officials of our 
Federal Reserve banks were trained in 
domestic circles. Their background is 
the great Mississippi valley. Few have 
had any experience outside of these 
shores. If one of them does show an 
interest in foreign viewpoints, there is 
danger that national politicians will 
attack him for surrender of American 
interests to Europeans. A_ certain 
parochial atmosphere therefore prevails 
in our central bank circles. 

France is unique with respect to 
international viewpoint. Doubtless her 
leadership is more fiercely nationalistic 
than that of the other big countries. 
One catches that trait in the pride with 
which Frenchmen point to the enor- 
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Nine out of every ten items forwarded by you to Ecuador are most 
likely drawn on clients of our bank. The collection of same, then, 
becomes a very simple matter; sometimes just a bookkeeping entry to 
charge the account of drawees and remit proceeds to you. 





mous stock of gold piled up in the 
magnificent vaults of the Bank of 
France. One catches it also in the 
profound French jealousy of England's 
alleged leadership in financing of world 
trade. France is international in the 
sense that she wishes to ward off any 
foreign event the repercussion of which 
might precipitate an internal crisis 
for France. Moreover, she thinks in- 
ternationally in terms of binding to- 
gether the French colonial empire, 
rather than in terms of binding the 
nations of the world together for 
closer co-operation. 

Finally, much discussion has been 
given to the method of appointment 
of officials as a key to control of cen- 
tral bank policy. The writer's im- 
pression is that, after all, the method of 
appointment is decidedly a secondary 
factor in achieving distinction in leader- 
ship. The governor and directors of 
the Bank of England, although chosen 
by private stockholders, actually work 
in closer harmony with government 
officials than do the officials of the 
Reichsbank where the governorship 
must be approved by the state. There 
is no evidence in any leading country 
that the degree of central bank responsi- 
bility to the government is directly 
correlated with the method of political 
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appointment. In the United States, the 
governors of leading Federal Reserve 
banks are not political appointees and 
yet they have had as high a sense of 
public responsibility as the governor 
of the Federal Reserve Board in Wash- 
ington, who is a political appointee. 
The writer cannot see that either 
abroad or at home the caliber of cen- 
tral bank officials depends upon whether 
they are chosen by the state or by 
the banks. It does depend upon the 
degree of power and _ responsibility 
which they hold once they are in 
power. With respect to this factor, 
the Federal Reserve officials are rela- 
tively at a disadvantage among the 
central banks of the world. 

In conclusion, the American system 
is founded upon a distrust of strong 
leadership and upon a distrust of 
bankers. It secures no better repre- 
sentation of all types of industrial in- 
terests than do the French and German 
systems. It has a more provincial and 
isolated mental attitude toward world 
problems than do foreign systems. The 
faults of the American system cannot 
be corrected by juggling the method of 
appointment or selection of officials. 
The deciding factor is the power and 
responsibility vested in leaders once 
they have been selected. 
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URING the year 1929 more important changes have occurred 
among the banks of the world, particularly in New York City, 
and the United States, than in any other period. 


16 Mergers involving Large New York 
Banks alone during 1929 


Fifteen principal New York banks have reached their present position 
through the absorption of 132 institutions. New York City now has 
its “Big Three” with assets from one and a half to two billion dollars 
as a result of the 1929 mergers. 
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The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


By Paut EINnzic 


European Correspondent of THE BANKERS MAGAZINE and Foreign Editor 
of the Financial News, London 


HE anticipations of easier money 
conditions as a result of the Wall 
Street slump have materialized to 
a very great extent. As a result of the 
repatriation of European capital from 
the United States and of the reduction 
of the New York bank rate, there, was 
an all-round reduction of European bank 
rates. Ample resources are now avail- 
able for reinvestment. Those, however, 
who expected that the withdrawal of 
funds from Wall Street would be fol- 
lowed by an immediate revival of bond 
issuing activity have been disappointed. 
Up to now, there is no sign of any re- 
newal of the issue of foreign loans, 
while industrial issues are also very few 
and far between. Nobody is in any 
hurry to reinvest the funds withdrawn 
from New York. Even the big insur- 
ance companies and investment trusts, 
which sold out their American holdings 
in good time, prefer to postpone any 
decision as to reinvestment. Everybody 
seems to be waiting for something, and 
meanwhile they want to keep them- 
selves as liquid as possible. Some peo- 
ple are afraid of an international crisis 
as a result of the Wall Street slump, 
and consider it, therefore, advisable to 
keep their resources in a way as to have 
them in readiness in case of trouble. 
Others again, discouraged by the down- 
ward trend of every European stock ex- 
change, consider the only way to avoid 
losses is to refrain from making any 
investment whatever. Others are wait- 
ing for the opportune moment to pick 
up bargains in Wall Street when, in 
their opinion, the slump has reached its 
bottom. 
This general desire for remaining 
liquid is, in fact, responsible for easy 


conditions in the money markets to 2 
greater extent than the repatriation of 
funds. The London Discount Market 
is especially under its influence, as there 
is a persistent demand for bills from 
every part of the world. Hence the 
decline of bill rates, as a result of which 
the Bank of England's efforts to main- 
tain the bill rates in the vicinity of the 
bank rate failed. On two occasions 
since the beginning of the slump, the 
bank lost control of the market, and re- 
luctantly had to acknowledge its defeat 
by a reduction of the bank rate, al- 
though from the point of view of the 
gold position, and in view of the com- 
ing end-of-year pressure, a reduction 
was hardly desirable. It was useless, 
however, to maintain the official redis- 
count rate about three-quarters of 1 
per cent. above the market rate of dis- 
count, for, from the point of view of 
exchanges and gold movements, it is 
the latter rather than the bank rate 
itself that matters. 

Direct losses of European investors in 
Wall Street are believed to be com- 
paratively moderate. Strange as it may 
sound, British investors—and to a less 
extent continental investors—owe a 
great debt of gratitude to Clarence 
Hatry, who is awaiting his trial and 
whose affairs are still hopelessly en- 
tangled. It was the collapse of the 
Hatry group and the fear of its reper- 
cussions that induced British holders of 
American shares to sell out in October, 
and their example was ‘followed by 
many continental investors. But for 
that incident, the number and extent of 
European losses in Wall Street would 
have been much greater. As it is, there 
were comparatively few victims on this 
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Banking with Italy 


Through our affiliation with the Banco di Sicilia, one of the oldest 
Italian banks with branches all over Italy and correspondents in all parts 
of the world, we are in a position to supply unexcelled facilities and 
service to banks, firms and individuals in their business transactions with 


Italy. 


Italo Palermo, representative of the Banco di Sicilia in New York 
and also president of the Bank of Sicily Trust Co., will be glad to an- 
swer any inquiry from those desiring to enter into business relations with 


Banco di Sicilia. 


BANK OF SICILY TRUST CoO. 


Affiliated with 
BANCO DI SICILIA, PALERMO, ITALY 


487 Broadway, New York 


Capital $1,500,000 


Reserve $1,900,000 


All Banking Operations 


Discounts - Acceptances - 


side. The most conspicuous of them is 


a well known press magnate, who sold 
his American holdings in July last, but 
committed himself again in September, 
as a result of which he is said) to have 
lost about £10,000,000. Several of the 
directors of a leading industrial enter- 
prise are said to have been involved to 


the extent of millions. The public as a 
whole, the insurance companies and 
trust companies remained, however, in- 
tact. Some losses have occurred as a 
result of premature bargain-hunting at 
the early stages of the slump. 


NON-GERMAN REPARATIONS 


The result of the Paris Conference of 
the Non-German Reparations Com- 
mittee appointed by the Hague Confer- 
ence was anything but satisfactory. The 
task of this committee has been very 
difficult, and it was impossible to come 
_to an agreement on some important 
points. The most important decisions 
reached are as follows: 

The Great Powers have offered to re- 
nounce their Eastern reparations for 
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Letters of Credit - 


Foreign Exchange 


1943 for the benefit of the Powers of 
the Little Entente in order to cover the 
counterclaims of Hungary. Jugoslavia 
and Rumania are to cancel their claims 
regarding ceded rights and reparations 
obligations, while Rumania is to retain 
the whole of her percentage of the Hun- 
garian and Bulgarian reparations. Jugo- 
slavia’s percentage, on the other hand, 
will be reduced from 10 per cent. to 2 
per cent. in order to compensate for ad- 
vances made to date in respect of de- 
liveries in kind. Greece is to be cow 
ered for her war debts and Eastern 
reparations by a reduction of the per- 
centage of other Allies, with the ex- 
ception of Rumania. The Czechoslovak 
Liberation, Debt is fixed at thirty-seven 
annuities of 11,000,000 gold marks. In 
order to compensate to a certain extent 
for the payment of this debt, Czecho- 
slovakia has asked for a reduction in 
her Eastern reparation payments, and 
this request Jugoslovia and Rumania 
will probably grant. All these decisions 
are subject to the ratification of the 
Young Plan and the settlement of the 
Hungarian and Bulgarian reparations 





Backed by an experience of nearly eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 
the Philippine Islands. 

With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to the 
foreign exporter, merchant, and investor. 
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problem. In the case of the latter, the 
difference between the offer of the 
creditors and that of the debtor is not 
unsurmountable, so that there is reason 
to hope that an agreement will be 
reached. In the case of the former, 
however, there are several fundamental 
points of disagreement, and it is feared 
that an understanding will be difficult. 


THE BANK FOR INTERNATIONAL 
SETTLEMENTS 


On November. 13, the Organizing 
Committee of the Bank for Interna- 
tional Settlements adopted the statutes 


of the bank of Baden-Baden. It is based 
largely on the Young Plan, but there 
are several important additions, omis- 
sions and modifications. The most im- 
portant of them is the inclusion of a 
list of transactions prohibited for the 
bank. ‘These include the issue of notes 
to bearer, acceptance business, opening 
of current accounts to governments, 
granting of loans to governments, and 
acquiring real property or substantial 
participation in business enterprises. 


" ‘ 2 ‘ President 

. Vice-President and Secretary 
Manager, Foreign Department 
. ° ° Z Cashier 

R ° Auditor 
Manager, Iloilo Branch 

° Manager, Cebu Branch 
Manager, Zamboanga Branch 


London acceptance houses are relieved 
at the exclusion of the bank from ac- 
ceptance business, for, as it is, ‘that 
branch of banking is highly competitive 
and almost on the border line of be- 
coming unprofitable. The appearance 
of another important rival working in 
particularly favorable conditions would 
have been therefore particularly dam- 
aging to acceptance houses. Moreover, 
as an institution for whose liabilities all 
leading central banks are morally re- 
sponsible, and whose clients are mainly 
central banks, commands an almost un- 
limited good-will, it would be in a 
position to grant almost any amounts 
of acceptance credits, and this would 
open the possibility for an international 
credit inflation. 

Another important change is the 
qualification of the right of central 
banks to veto any transaction of the 
bank on their territory or in their cur- 
rency. While in the Young Plan the 
veto appears to be absolute, in the 
statutes it does not refer to with- 
drawals of funds invested by the bank 
in the countries of the; central banks 
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concerned. It would be, indeed, strange the bank has been submitted to the 


if central banks were in a position to 
forbid the withdrawal of funds invested 
in their countries. This modification 
reduces to a great extent the value of 
the veto, for, after all, it is with- 
drawals and not an influx which are 
usually viewed with disfavor. 

An interesting change is the abolition 
of the clause prescribing a minimum 
gold and foreign exchange reserve of 25 
per cent. for time deposits and 40 per 
cent. for sight liabilities. There was 


no justification for such a provision as 


the Bank for International Settlements 
is not a bank of issue and cannot afford 
to keep an idle gold reserve. If it was 
entitled to include foreign exchanges in 
the reserve then the clause had no ob- 
ject as the bank has to keep in any case 
practically all its assets in currencies on 
a gold basis. On the other hand, the 
complete absence of any ratio opens up 
a possibility of credit expansion which 
cannot be viewed without uneasiness. 

While the Young Report gave very 
wide powers to the board of directors— 
on which the seven founder powers are 
represented to an extent of 64 per cent. 
as compared with the %5 per cent. of 
their share-holding—the statutes reduce 
these powers to some extent. For in- 
stance, the board of directors will not 
be in a position to make any alterations 
in the statutes. 

The Organizing Committee has also 
elaborated the charter of the bank which 
has been submitted for the approval of 
the Swiss Government, in view of the 
fact that the seat of the bank has been 
placed in Basle. The trust agreement 
regulating the reparations functions of 
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principal governments interested in rep- 
arations. The next move will be the 
approval of the statutes, charter, and 
trust agreement by the Hague Confer- 
ence which will reassemble in January. 
The Organizing Committee will then 
meet again to carry out the preliminary 
work for the establishment of the bank, 
the issue of the share capital, the ap- 
pointment of the original directors, etc. 

The agreement reached on the highly 
controversial question of the location of 
the bank may be regarded as a consid- 
erable achievement, in view of the 
obstinacy with which several parties en- 
deavored to uphold their claims. The 
choice of Basle is far from ideal from 
the point of view of the bank, but it 
was the best political compromise that 
could be reached in the circumstances. 
From a purely financial point of view, 
London’s claim for the head offices of 
the bank would be incontestable, owing 
to its favorable geographical position, 
and its well-established bill market, for- 
eign exchange market and gold market. 
As, however, the French Government 
was determined to oppose the choice of 
London to the utmost the insistence of 
the British delegates on London would 
have resulted in the breakdown of the 
conference, and would have indefinitely 
delayed the adoption of the Young 
Plan. The Belgian delegates refused to 
agree to the choice of Basle, and the 
government reserved the right to press 
the claim at the second Hague Confer- 
ence for the establishment of the head 
offices at Brussels. It is hoped, how- 
ever, that there will be no difficulty 
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GENERAL BANKING BUSINESS 


from that direction, and that Belgium 
will eventually accept the compromise. 


GREAT BRITAIN 


The sharp decline of discount rates 
referred to above came as a surprise 
even to the monetary authorities. Had 
it been expected, the Treasury would 
not have been in such a great haste to 
issue a conversion loan whose terms 
were hardly favorable from the point 
of view of the taxpayer. As the money 
was required for meeting maturity 
early in 1930, the issue of the loan in- 


dicated that those responsible for the 
oficial monetary policy in this country 
did not anticipate any marked decline 
of the rates of interest for some months 


to come. In fact, notwithstanding the 
attractive terms of the offer from the 
investors’ point of view, and the abun- 
dance of funds seeking reinvestment in 
easily marketable gilt-edged securities, 
the authorities did not trust that their 
offer would meet with a satisfactory re- 
sponse. For this reason, in order to 
secure a minimum amount wanted for 
early requirements, £30,000,000 was 
placed firm in advance, at a discount of 
one-half of 1 per cent., much to the 
indignation of those who were not 
among the privileged few who benefited 
by it. The response of the subscribers 
was none the less satisfactory beyond 
expectation. The list of subscription 
was barely closed when the bank rate 
had to be reduced owing to the decline 
of the market rate. Had the govern- 
ment waited with its offer for a few 
weeks it would have saved a consider- 


able amount in interest. It is easy, 
however, to be wise after the event. 
In the present unprecedented tangle, it 
is always the unexpected that happens; 
it was impossible to foresee that the de- 
velopments in Wall Street should pro- 
duce such consequences. 

During the last month, three of the 
less important London banking firms 
suspended payments. The most impor- 
tant of them was Rodocanachi, Sons & 
Co., an old-established house which lost 
much of its significance, however, when 
Emmanuel Rodocanachi retired from 
the firm some years ago. It had bills 
outstanding to an amount of several 
hundreds of thousands of pounds, many 
of them were honored, however, by 
other interests involved. The firm of 
Ironmonger & Co. is also of old stand- 
ing as a firm of foreign bankers, but 
since the famous “franc scandal” two 
years ago, in which several officials of 
the Foreign Office were involved, most 
banks gradually liquidated their busi- 
ness connections with them. The third 
firm, Horstman & Co., is entirely with- 
out significance. It had been recon- 
structed about a year ago, almost 
entirely without any actual capital, and 
its bills were not readily taken in the 
market. Although the failure of these 
firms coincided with the Wall Street 
slump and with the general adverse 
conditions, it was due to purely indi- 
vidual causes; they would have failed 
in any case, even in normal conditions. 
In themselves, these insolvencies did 
not affect the market to any note- 
worthy extent, but they gave rise to a 
wave of alarming rumors as to the 
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position of a number of other second- 
rate firms. Day after day, new names 
were whispered in banking circles and 
on the Stock Exchange; in the circum- 
stances, it is gratifying that the rumor- 
mongers did not cause the failure of 
additional banking firms. 

After the collapse of the Hatry 
group, another of the notorious four 
“H”’s expired. Henry Horne, head of 
a group of holding companies of news- 
paper and cement shares, filed his 
bankruptcy petition. At the time of 
writing, it is impossible to see the 
repercussion of his failure, but there 
is no reason to anticipate any too grave 
consequences, as his difficulties were 
a matter of common knowledge, and 
were discounted in the price of the 
shares of the companies belonging to his 
group. His failure gave rise to a great 
deal of press comment criticizing the 
system of interlocked finance between 
companies belonging to the same group, 
which is becoming increasingly adopted. 

The year 1929 was anything but 
favorable for British banking. The 
series of adverse events began in Janu- 
ary with the losses of the Banca-Italo- 
Britannica, which had to be recon’ 
structed with the aid of capital 
furnished by a number of leading 
British banks. This was followed by 
the “Sicmat” affair in which London 
banking houses are involved to a con- 
siderable extent. Seventy-five per cent. 
of the claims were guaranteed by an 
Italian banking group, so that the 
losses will be comparatively moderate. 
The outlook is less promising as to the 
claims of British banks against the 
88 
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—A. G., amounting to about £750,000, 
while the collapse of the Plum group 
in Copenhagen has also caused con- 
siderable losses in this market. The 
losses caused to banks by the Hatry 
affair are expected to be particularly 
heavy, though it is impossible to ascer- 
tain their approximate extent for some 
time. There were a number of other 
smaller failures in every part of the 
world — especially in Germany — in 
which British banks were involved. 
As a result, some of them may have to 
draw upon their considerable hidden 
reserves in order to maintain the divi- 


dends. 
FRANCE 


M. Moreau, governor of the Bank of 
France, has submitted to the Minister 
of Finance a memorandum as to the 
means by which to increase the . im- 
portance of Paris as an international 
financial center. The details of the 
memorandum are not available, but it 
is understood to contain a series of 
practical recommendations aiming at 
the encouragement of the bill market. 
In this direction, an interesting step is 
already being taken, in the form of the 
establishment of an institution called 
Banque d’Acceptations, under the 
auspices of the Banque  JlUnion 
Parisienne and a number of other lead- 
ing French banks, including the Banque 
de Paris et des Pays Bas, the Credit 
Lyonnais, the Societe Generale, the 
Banque Nationale de: Credit, etc. The 
object of the new bank is to grant 
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acceptance credits and thereby to en- 
courage the use of the franc as an 
international means of payment. Al- 
though the need for such houses is 
obvious in itself their establishment 
does not solve the problem. It is dis- 
count houses that are wanted to a 
greater extent than acceptance houses, 
for French commercial banks are not 
particularly anxious to acquire bills in 
the market. The question is whether 
French banks would be willing to grant 
loans to discount houses at rates which 
would allow the latter a fair margin 
for profits. 

The monetary situation is more 
anomalous than ever. Towards the 
end of November, short money re- 
mained comparatively easy, in spite of 
the end-of-month influences. Not- 
withstanding this, the franc appreciated 
and gold was withdrawn both from 
New York and from London. The 
market for long-term borrowing shows 
also a declining trend in interest rates. 
Leading industrial enterprises are able 
to borrow on a 5 per cent. basis, and 


they avail themselves of the opportunity 
of converting their debentures issued a 
few years ago on a 7 and 8 per cent. 


basis. Even small local industrial en- 


fully on a 5Y per cent. basis. 
GERMANY 


In consequence of the great number 
of industrial failures, together with the 
adverse trend of the Bourse, there have 
been’ a great number of small bank 
suspensions, especially in the provinces. 
During the last few weeks it has been 
impossible to open a German news: 
paper without reading of a few addi- 
tional bank suspensions. Fortunately, 
most of the insolvent firms are small 
private banks, though some of them are 
old-established and have until recently 
enjoyed a good reputation. 

In order to encourage the develop- 
ment of a bill market, the Prussian 
State Bank (Seehandlung) has decided 
to grant acceptance credits to the in- 
dustrial and public utility enterprises 


New Orleans 
XXXVI 


Dry Docks 


The port of New Orleans which ranks 
first in the South as a ship repair base, is 
equipped with seven floating dry docks, 
valued at approximately $8,250,000 and 
capable of accommodating seven ocean 
liners totalling 59,500 tons displacement. 

These dry docks efficiently serve about 
650 ships and barges annually and give 
empioyment to 1200 skilled workmen. 


Hibernia Bank ©& Trust Co. 
NEW ORLEANS, U.S.A. 


controlled by the Prussian State. The 
amount of acceptance business done by 
the German commercial banks since the 
war is negligible. Before the war, their 
balance sheets included large items of 
acceptance credits, but the major part 
of the amounts were granted in sterling 
by their London branch. Since the war, 
the Amsterdam subsidiaries of the 
banks have developed a fair amount of 
acceptance business, but their figures 
are not included in the returns of their 
mother-institutions, as legally they are 
independent. German private banks 
do a certain amount of acceptance 
business, but not nearly enough to make 
the development of a bill market 
possible. In view of the strong com- 
petition, acceptance business is not 
considered a very profitable branch, 
and some private banks have decided 
to abandon it. 

The strong resistance of extreme 
Nationalists against the ratification of 
the Young Plan is viewed with dis- 
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favor in business circles. Although 
nobody in Germany considers the 
Young Plan as an ideal solution of the 
problem of reparations from a German 
point of view, the great majority of 
business opinion regards it as the best 
compromise that could be obtained in 
the existing circumstances. Its ad- 
vantages to Germany as compared with 
the Dawes Plan are obvious, and it is 
therefore difficult to understand the 
logic of a movement which, if success- 
ful, would result in the continuation of 
the regime established under the Lon- 
don Agreement of 1924. 


ITALY 


General conditions in Italy show 
signs of some improvement. There 
have not been any important failures 
recently. The movement of amalga- 
mations, which made a fair progress 
among banks, is now being pursued 
also among industrial undertakings. 
Negotiations are understood to be in 
progress between the Snia Viscosa and 
the Soie de Chatillon, the two leading 
rayon enterprises of the country, in 
view of the absorption of the former 
by the latter. The Snia Viscosa is 
largely controlled by foreign rayon in- 
terests, such as the Glanzstoff and 
Courtaulds, while the Chatillon is con- 
trolled by the Banca Commerciale 
Italiana. 

The definite figures of crops are now 
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available; they show an increase of 
grain crops by 8,750,000 quintals as 
compared with 1928, and by over 
17,500,000 quintals as compared with 
1927. Although the progress was 
largely due to the good harvest, from 
which practically the whole continent 
benefited, the increase of the cultivated 
area by 186,000 hectares has also con- 
tributed to the favorable result. 


SWITZERLAND 


The Swiss Government has decided 
to accelerate the measures aiming at 
the restoration of the gold standard. 
Its decision is due to the intimation 
received from the Organizing Commit- 
tee of the Bank for International Settle- 
ments that the seat of the bank cannot 
be in Switzerland unless that country 
is on an actual gold basis. It is ex- 
pected that the monetary reform will 
be carried through in the near future. 

General economic conditions in 
Switzerland are satisfactory; unemploy- 
ment is declining, and there is a re- 
markable increase of raw material im- 
ports. The harvest was very satisfac- 
tory, and the building trade is rather 
active. 


SCANDINAVIA 


A meeting of the heads of the 
Swedish Riksbank, the Norges Bank 
and the Nationalbanken i Kjobenhavn 
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took place in November in Goteborg. 
Although the immediate object of the 
meeting was to discuss the situation 
created by the change in the interna- 
tional trend of money rates it is under- 
stood that the question of the reestab- 
lishment of the Scandinavian Monetary 
Union was also discussed. In 1928, a 
committee was appointed to study the 
question, but no definite decision has 
been reached. The main difficulty is 
that the notes of the three banks of 
issue are not convertible into coins but 
into bar gold only, so that there can 
be no question of restoring the 
Monetary Union in the form in which 
it existed before the war. There are 
also other obstacles such as the differ- 
ence between their monetary legisla- 
tion. For instance, in Sweden the Riks- 
bank is in a position to veto any gold 
import. Although no change is ex- 
pected to take place in the immediate 
future it is believed that the exchange 
of views between the three governors 
has cleared up several points. The 
immediate result of the meeting 1s the 


adoption of a uniform policy as to the 
reduction of the bank rates. 


POLAND 


The conflict between Marshall 
Pilsudski and the Parliament has 
become rather accentuated lately, and 
is causing a considerable amount of 
uneasiness in banking circles. It is 
feared that, should the situation be- 
come worse, foreign credits would be 
withdrawn, which would adversely 
affect business conditions. Apart from 
that, the situation is generally regarded 
as satisfactory. The good crop has 
increased the purchasing power of the 
population, and trade is fairly active 
in consequence. The movement of 
amalgamation among banks is making 
good progress. This is, indeed, highly 
desirable as Poland possesses too many 
small banks whose disappearance would 
place Polish banking on a sounder basis. 


BALTIC STATES 


The scheme of a Baltic Customs 
Union does not seem to be making any 
progress. According to the original 
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scheme, the first step toward it would 


be a customs union between Estonia 
and Latvia, which Lithuania would 
eventually join. Negotiations reached 
an advanced stage about two years 
ago, but had to be suspended as a 
result of the conclusion of a trade 
agreement between Latvia and Soviet 
Russia which secured privileged treat- 
ment to Russian goods in Latvia. Some 
time ago it was suggested that the 
union should be brought about in a 
limited form, with the exclusion of 
goods exported from abroad. Accord- 
ing to this scheme, Latvian products 
would have a free entry in Estonia 
and vice-versa, while imported goods 
exported to the other members of the 
union would be subject to the usual 
customs duties. It appears to be im- 
possible to obtain the consent of Latvia 
to this modified scheme. As a result, 
it is feared that the delay will make 
the realization of the scheme more and 
more difficult, as in the meantime new 
rival industrial enterprises are being 
established in both countries, and once 
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they are established they will claim 
protection from their respective govern- 
ments. 


SPAIN 


Although the credit of £6,000,000 
obtained from a British banking group 
headed by the Midland Bank, and the 
credit of $20,000,000 granted by an 
American banking group headed by 
J. P. Morgan & Co. for the purpose 
of supporting the peseta will not fall 
due until July, 1930, the Spanish 
Government is desirous of repaying 
them at an early date. To that end, it 
has decided to issue an internal gold 
loan, bearing interest at 6 per cent. 
free of all taxes - (including death 
duties) redeemable in ten years, with 
an option of redemption after five 
years. The loan will have to be sub- 
scribed in gold or foreign currencies. 
Part of the amount will be taken over 
by the leading Spanish banks, while 
part of it will be offered abroad, 
especially in Latin America. It is hoped 
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that the exemption of death duties will 
induce many Spaniards to repatriate 
their capital which was exported during 
the last few years. 

The peseta has been subject to rather 
wide fluctuations lately, and _ the 
monetary policy of the authorities has 
been subject to sharp criticism. In 
possession of a gold reserve of nearly 
$500,000,000, the Bank of Spain 
would be in a good position to protect 
the exchange. The authorities are 
determined, however, not to export any 
gold. In fact, the 50 per cent. gold 
surtax on imports will be reimposed, 
so as to enable the Treasury to increase 
its gold deposit with the Bank of Spain. 
It may well be asked what is the use of 
a huge gold reserve if the central bank 
is not prepared to make use of it when 
it is needed. After all, the loss of a 
certain amount of gold is less disad- 
vantageous to the country than the 
fluctuation of the exchange, especially 
as now practically all exchanges are 


stabilized. 


PORTUGAL 


The stability of the escudo is in 
sharp contrast with the erratic move- 
ments of the Spanish exchange. Al- 
though conditions in Portugal are much 
less favorable than in Spain, the Bank 
of Portugal has managed to keep the 
exchange stable for some time without 
external support. The budgetary situ- 
ation is improving, and the crop was 
fairly satisfactory. It is rumored once 
more that negotiations are in progress 
with the Swedish match trust to obtain 
a loan against the lease of the match 
monopoly. A_ subsidiary company 
would be established in Portugal, with 
the participation of the local match 
interests. 


GREECE 


There is a scarcity of means of pay- 
ment which is a serious handicap to 


business activity. In consequence, it 
was suggested that the note circulation 
should be increased. As the reserve of 
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the Bank of Greece is about 50 per 
cent. against the statutory minimum of 


40 per cent. it was suggested that the 
note circulation should be raised up 


to its maximum limit. A _ statement 
issued by M. Diomede, governor of 
the Bank of Greece, points out that 
since the establishment of the bank, the 
note circulation has increased by 
619,000,000, and production received 
an appreciable assistance from the bank. 
He warns that any further increase of 
the circulation would result in a rise 
in prices, and would bring about an 
outflow of capital. 

It is important that, in accordance 
with the reconstruction scheme elabor- 
ated under the auspices of the League 
of Nations, the government should 
abstain from interfering with the Bank 
of Greece, and should allow the latter 
free hand in determining the amount 
of monetary circulation, in accordance 
with requirements. 


services and facilities in this respect. 








CZECHOSLOVAKIA 


Although the Currency Reform bill 
has not yet been ratified some of its 
provisions have already been put into 
operation. As from November 30, the 
weekly return of the National Bank 
has been published on the basis of the 
new law. In virtue of that, silver had 
to be excluded from the metallic re- 
serve, and was replaced by the purchase 
of gold to an amount of $2,000,000 in 
New York. Another alteration was 
the inclusion of the government's debt 
to the National Bank into the amount 
of the note circulation. The reserve 
ratio was 38.4 per cent. on November 
30, while the legal minimum has been 
fixed at 25 per cent. as from the end 
of 1929. Thus, there is an ample 
margin left during the initial period, 
though subsequently the legal minimum 
is raised to 35 per cent. 














SKANDINAVISKA 


GOTHENBURG 





Branches 
In All Parts of Sweden 


-KREDITAKTIEBOLAGET 


Established in 1864 
STOCKHOLM 


MALMO 





PAID-UP CAPITAL AND RESERVES 
KR. 182,000,000 
Telegraphic Address: Kreditbolaget 


Foreign Exchange bought and sold, bills collected, deposit 
and current accounts opened and all kinds of banking 
business transacted 





Current Conditions in Canada 


HE sharp recoil of stock market 

prices featured November in Can- 

ada, according to the November 
22 Business Summary of the Bank of 
Montreal. “Never before,” says the 
Summary, “has so extended a decline 
occurred, nor security sales reached the 
enormous volume of recent weeks. The 
near-panic, however, has been without 
important failures of brokers or finan- 
cial institutions, without acute stringency 
in the money markets and without im- 
mediate reaction adversely upon trade. 
Evidence to this effect is given by 
persons in authoritative positions, by 
statements of earnings and_ balance 
sheets of large commercial corporations 
and by statistical returns of current 
trade movements. Some impediments 
have, indeed, appeared, such as the 
short wheat crop in the Canadian West 
and the withholding from sale of an 
unusually large proportion of the yield, 


with consequent decrease in railway and 
steamship traffic and reduction in op- 
erating crews, as well as a slowing down 
of motor vehicle production and that of 
ancillary industries; but the consensus 
of expressed opinion is that business is 
fundamentally sound and moving at a 
high level. The deficiency in the prairie 
wheat crop cannot be removed, but the 
dislocation caused by withholding the 
grain from market will be.” 

It is too early to judge the full effects 
on business of the slump in the stock 
market, in the opinion of the Canadian 
Bank of Commerce, Montreal, as ex- 
pressed in its December Monthly Letter, 
“but sufficient time has elapsed to show 
that many people whose money-making 
efforts were being expended to a greater 
or less degree upon speculation have 
suffered so heavily that their living 
habits must undergo a change, with a 
consequent effect on certain lines of 
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of Banking Business in connection with the East 


the half year amounts to £1. 


trade. Furthermore, it is clear that 
funds which ordinarily would be used 
for commercial purposes have been 
drawn on to protect marginal stock 
trading. Account must also be taken 
of the psychological effect on owners of 
high-grade stocks purchased outright, 
who may reasonably be expected to 
postpone some large scale expenditures 
which would be made under more 
normal conditions. . . . 

The Royal Bank of Canada, Mon- 
treal, in its Monthly Letter of December 
12, in which it presents a forecast of 
conditions for 1930, says that the de- 
cline in security prices is likely to have 
a somewhat depressing effect in both 
Canada and the United States. 

“The record level of automobile 
production that characterized the early 
part of the year could not be main- 
tained, it summarizes. “In Canada, 
there is the additional factor that the 
uncertainty in regard to the ultimate 
return that will be received for the 
wheat that is now in storage is likely 
to have a disturbing influence upon 
business activity. 

“As observers in the United States 
have distinguished between the present 
decline in security prices and those 
other declines which have followed 
periods of price inflation and over- 
extension of business, so it should be 
possible to draw the same distinctions 
in Canada. Price levels in Canada are 
well in line with price levels in other 
parts of the world. Inventories are 
small; manufacturing concerns are in 
an excellent financial position. Easier 
credit should encourage building and 
expansion during the coming year. 
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Although there may be a mild recession 
during the winter months, there are no 
basic factors in the situation that sug- 
gest lack of strength in the business 
structure. Even as late as November, 
the volume of employment throughout 
the country had shown less than the 
normal seasonal decline. The level of 
employment of November 1, 1929, was 
higher than on November 1, 1928. 
Canada is more dependent upon foreign 
markets than is the United States. The 
great decline in security markets in the 
United States has brought about an 
easing of the credit situation through- 
out the world. The buying power of 
many countries should show substantial 
improvement during the coming year 
and this improvement in world buying 
power will have a beneficial influence 
on Canadian exports. In view of all 
these facts there can be no question that 
the prospects for the continuation of the 
balanced expansion in the manufactur- 
ing, mining and agricultural activities of 
Canada during the next few years are 
as good as they have been at any time 
in the past.” 


FOREIGN TRADE 


The external trade of Canada in 
October amounted to $236,614,000, a 
decrease of nearly $20,000,000 com- 
pared with the corresponding month in 
1928, according to the Bank of Mon- 
treal’s Summary. “Imports rose $2,’ 
837,000, while exports fell $22,511,- 
000. The decrease in exports was 
wholly due to reduced shipments of 
wheat and flour, the value of these 
dropping to $32,130,000 from $55,288,- 
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000 in the corresponding month of 1928. 
There was also a relatively large de- 
crease in exports of cheese to $3,425,000 
from $5,590,000 a year ago, or about 40 
per cent. Copper exports were larger 
by $1,040,000, nickel by $218,000, and 
automobiles and parts by $508,000. In 
the elapsed seven months of the current 
fiscal year aggregate foreign trade was 
valued at $1,481,495,000, being a de- 
crease of $44,092,000 compared with 
the like period last year. In the same 


time a favorable balance of trade of 
$48,063,000 has been converted into an 
adverse balance of $69,447,000, due to 
the value of wheat and flour exported 
having been $106,488,000 less than in 
the corresponding period last year. 


CAR LOADINGS 


“Car-loadings reveal a large com- 
modity movement apart from grain. 
Cumulative loadings in Canada this 
year, down to October 12, were slightly 
in excess of the like period last year, 
but on November 9, loadings were 67,- 
522 cars less than in 1928. More than 
the whole of this decrease, however, is 
accounted for by the short grain crop 
of the prairie provinces, total loadings 
of grain and grain products to Novem- 
ber 9, having been 135,671 cars below 
last year. Other basic commodities, as 
well as merchandise and miscellaneous 
freight, have moved in unprecedentedly 
large quantity. Nor does the latest re- 
turn disclose a falling off from the high 
peak of a year ago, the number of cars 
loaded in the four weeks to November 
9 being larger than a year ago in live- 
stock, pulp and paper, ore, merchandise 
and miscellaneous freight, and only 
slightly less in lumber.” 


INDUSTRY 


The Canadian Bank of Commerce is 
optimistic in its forecast for the future. 
“The results of summer and early fall 
fishing are now known to have been less 
satisfactory than expected,” it says; “the 
catch on the Atlantic Coast was some- 
what smaller than in the corresponding 
period of last year, while a partial 
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failure of the ‘chum’ run in British 
Columbia has resulted in a total salmon 
pack only slightly larger than the small 
one of 1927, but high prices prevail for 
fish on both coasts. The lumber and 
shingle industries have curtailed opera- 
tions still further, but are in a position 
to respond quickly to improved markets, 
though these are not immediately in 
sight. The lower prices of metals may 
have some effect on base metal mining, 
but the mining industry as a whole 
continues to progress. Construction is 
still active, and the work to be carried 
on in early winter promises to be on a 
larger scale than in the like season last 
year; whether important new contracts 
for building will be forthcoming to re- 
place those which will be completed 
during the next few months remains to 
be seen. The under-current of uncer- 
tainty in trade circles is not yet reflected 
in the sales of staple commodities, and 
so far autumn trade has been as brisk 
as was expected a month or two ago. 
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“In the final analysis, while the coun- 
try’s productive power may not be fully 
employed for a few months, so far from 
being impaired it is actually increasing. 
Until the security markets are com- 
pletely stabilized and in a position to 
absorb new capital stock issues in large 
volume some plans for expansion must 
be held in abeyance, but there is no 
ground for believing that any of the 
numerous important projects definitely 


arranged for will be abandoned, nor is 
there any reason why farmers should 
not plant larger areas next spring. Un- 
doubtedly the real earning capacity and 
business ability of many people who 
have been engaged in speculation will 
now be given a thorough test; the great 
majority of the population has already 
proven itself in respect of these two 
qualifications, and will plan and work 
along the same sound lines as in former 
years.” 


Canadian Bank of Commerce Annual Report 


OTAL assets of the 
Bank of Commerce, 


Canadian 
Toronto, 
crossed the $800,000,000 mark 
during the fiscal year ended November 
30, according to the bank’s annual 
financial statement, just issued. 

The statement shows an increase in 
assets of $56,543,191, bringing the 
total up to $801,225.808. The out- 
standing individual increases are 
$8,000,000 in specie and legal tender, 
$8,000,000 in bank balances, $25,000,- 
000 in call loans, over $28,000,000 in 
current loans in Canada and $14,000,- 
000 in letters of credit, an indication 
of the extent to which the bank has 
participated during the year in the 
business development of the country 
and in its trade. Holdings of bonds 
and other securities were reduced by 
$16,000,000. Current loans in Canada 
98 


amounted to $341,958,868, as against 
$313,318,181 a year ago. 

Nearly half of the bank’s assets 
exist either as cash or in the form of 
assets readily convertible into cash. In 
the place of foremost importance are 
the bank’s reserves of gold, $32,890, 
816, which together with Dominion 
notes amounting to $43,997,337 con- 
stitute the strictly cash section of its 
assets. 

Notes and checks of other banks, 
and balances carried with other banks 
for commercial purposes, amount to 
$57,625,561, followed by first class 
government and municipal securities to 
the extent of $76,798,212, call loans of 
$160,037,051 and a deposit with the 
Minister of Finance of $1,250,000 to 
guarantee the note circulation. 

The bank’s quick assets enumerated 
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above, and amounting to $372,598,982, 
are over $15,000,000 higher than a 
year ago, and represent an immediate 
reserve of about 50 per cent. of. its 
liabilities to the public. Total deposits 
increased about $25,000,000, due in the 
main to the bank’s carrying much 
larger balances for the account of 
foreign banking correspondents. 

Apart from these, amounting to 
about $73,000,000, deposits by the pub- 
lic have risen to $563,340,550. The 
other main items on the liability side of 
the statement as relates to the general 
public are the bank note circulation, at 
$35,026,037, slightly under a year ago; 
advances from the Dominion govern- 
ment under the finance act at $25,000,- 
000 and the letters of credit already 
referred to which appear here as a 
balancing entry. 

There was an increase of over 
$10,000,000 in capital, reserve and un- 
divided profits, chiefly as a result of a 
recent issue of new stock and the 
premium received, which, going into 
the reserve fund, maintains it at the 
same level as the paid-up capital. Each 
now amounts to $29,798,010. 

The bank’s net profits for the year 
were $5,066,229, as against $3,964,482 
for the combined Commerce and Stand- 
ard Bank net profits a year ago, an 
increase of 27 per cent., from which 
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have been deducted appropriations 
for government taxes, donations, de- 
preciation on bank premises account 
and the usual dividends, leaving a 
profit balance of $475,119 to be carried 
forward to the next year 


International Banking Notes 


EPORT of the board of directors of 
the British Overseas Bank, Limited, 


London, as of October 31, 1929, 

shows profit of the bank for the 
year ending that date of £159,928, after al- 
lowing rebate of interest and providing for 
all bad and doubtful debts and income tax. 
To this has been added £58,201 brought 
forward from the previous year, making a 
total of £218,130 for distribution as follows: 


To interim dividend on the “A” 
shares at the rate of 6 per cent. 
annum for the half year 
led April 30 
final dividend on 
shares at the rate of 6 per cent. 


To dividend on the “B” shares at 
the rate of 6 per cent. per annum 
To reserve fund 
To reduction of premises account 
To pensions and allowance fund .. 10,000 
To carry forward to next account 48,130 
Paid up capital of the bank is £2,000,000, 
current, deposit and other accounts #£5,- 
113,906 and total resources £12,056,448. 


60,000 
25,000 
5,000 


Roxor Damon has resigned as vice-president 
of the Bank of Hawaii, Ltd., Honolulu. 


Prorit of the English, Scottish & Aus- 
tralian Bank, Limited, London, for the year 
ended June 30, 1929, amounted to £1,619,- 
924 after provision was made for bad aid 
doubtful debts and contingencies. From 








The Royal Bank 
of Canada 


HEAD OFFICE: MONTREAL 





Sir Herbert S. Holt E. L. Pease C. E. Neill 
Pres. Vice-Pres. Vice-Pres. & Mer. Dir. 
805 Branches M. W. Wilson 
in Canada and Gen. Mgr. 
Newfoundland, 
including : CONDENSED STATEMENT AS ON 
bnasenal NOVEMBER 30, 1929 
Toronto ASSETS 
Vancouver 
O Cash on Hand, in Banks and in 
aie Central Gold Reserves. . . . $157,632,114.82 
Winnipeg Government and Municipal Sécuri- 
St. John, N. B. ties and other Bonds and Stocks 129,431,921.78 
Halifax Ceollloems. . ....+s.s.- (2201S 
St. John’s, Nfld. | Commercial Loans. . . . . . 513,814,503.18 
Bank Premises . .... . .  15,407,055.61 
2 Liabilities of Customers under Let- 
ters of Credit and Other Assets 62,945,217.25 
106 Offices $1,001,442,741.69 
Abroad, 
including: LIABILITIES 
Capital, Reserve and Undivided 
— Protits were". 
— Notes of the Bank in Circulation.  43,565,900.34 
Barcelona : 
H a 803,568,509 47 
eer ’ Bills Payable, Letters of Credit, etc. 80,734,180.78 
Buenos Aires ae eae a 
Rio de Janeiro $1,001,442,741.69 
Montevideo 
Lima 
Bogots NEW YORK AGENCY: 68 William Street 
San Juan Frederick T. Walker John A. Beatson 
Edward C. Holahan 
Panama Agents 
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this has been deducted expenses of manage- 
ment amounting to £818,422 and income 
and other taxes amounting to £200,239, 
leaving £601,262 for distribution as follows: 


To interim dividend of 5 per cent. £150,000 
To reserve fund 80,000 
To officers’ provident fund 10,000 
To dividend of 12% per cent.... 225,000 
To contingency account 50,000 
To bank premises account 50,000 


This leaves £36,262, which, with £311,478 
brought forward from the previous year, 
makes a total of £347,741 to carry forward 
to the next account. 

The bank's capital is £3,000,000, re- 
serve fund £3,015,000, deposits £21,152,099 
and total resources £45,262,611. 


STATEMENT of the Latvijas Banka, Riga, as 
of November 20, shows capital of Ls. 17,- 
010,202, reserve of Ls. 3,662,097, special 
reserve of Ls. 2,500,000, current accounts 
of Ls. 59,041,904 and total resources of 
Ls. 255,816,298. 


THE Rt. Hon. Viscount Goschen, G.C.I.E., 
C.B.E., has been appointed a director of 
Westminster Bank Limited, London 


ProFit and loss account of the Royal Bank 
of Scotland, Edinburgh, for the year ended 


October 12, 1929, shows net profit for the 
period of £504,532 after providing for all 


bad and doubtful debts. 


allocated as follows: 


To dividends at the rate of 17 
a ee ee ee eee £340,000 

To bank buildings and heritable 
property 

To pension reserve fund 

To add to reserve, the balance of 


This has been 


30,000 
114,532 


The bank's capital is £2,500,000, reserve 
£2,910,320, deposits £46,235,129 and _ total 
resources £56,487,872. 


THE Dai-Ichi Ginko, Limited, Tokio, re- 
ports net profit for the half-year ended 
June 30, 1929, of Yen 4,556,373. To this 
has been added Yen 1,679,003, making a 


ANGLO- 
INTERNATIONAL 
BANK 


LIMITED 
Head Office: 
24-28, LOMBARD STREET 


LONDON, E. C. 3 


Telephones: Mansion Telegrams: 
House 6543 (9 lines) ** Anglank, London” 


CAPITAL : 


Authorized - - - £2,000,000 
Paid up - £1,960,008 


London Clearing Agents: 


Bank of England. Glyn, Mills & Co. 
National Provincial Bank, Ltd. 


Board of Directors: 
General The Hon. Sir H. A. Lawrence, 6.C.8. (Chairman) 
H.E. Peter Bark, 6.C.V.0. (Managing Director) 


E. W. H. Barry. Esq. Sir Gordon Nairne, Bart. 
Julian Day, Esq., M.C. Ludwig von Neurath, Esq. 

A. 6. M. Dickson, Esq. Sir Otto Niemeyer,6.8.E.,K.C.B. 
The Lord Faringdon, C.H. Sir William Peat, C.V.0. 
Zoltan Hajdu, Esq. Kunes Sonntag, Esq. 

Dr. Paul Hammerschlag Sir Henry Strakosch, 6.B.E. 


Every description of Home and Foreign Banking 

transacted. Special facilities for business with the 

Continent of Europe. Current acccunts opened and 

deposits for short periods accepted at rates which may 
be obtained on application. 











total of Yen 6,235,377 for distribution as 

follows: 

To bonus for directors, audi- 
tors, chief officers 

To pension fund for officers 
and staff 

To special reserve fund .... 

To dividend at the rate of 
11 per cent. per annum .. 

To carry forward to next 
account 1,757,627 
The bank’s capital is Yen 57,500,000, re- 

serve fund a like amount, deposits Yen 608,- 

026.904 and total resources Yen 758,256,- 

687. 


Yen 225,180 


90,070 
1,000,000 


3,162,500 





BANK OF MONTREAL 


Established 1817 


Capital $35,948,540 Rest and Undivided Profits $38,684,123 
Total Assets $965,336,997 


Statement as at 31st October, 1929 
LIABILITIES 


Capital, Surplus and Undivided Profits . 


Deposits . ‘ 
Bank’s Notes in Circulation i 


Bills Payable and Acceptances under is etters al G sill 


Other Liabilities 


$ 74,632,663.00 
811,723,558.00 
45 465,136.00 
13 ,637 ,038.00 
19,878,602.00 


$965 ,336,997.00 


ASSETS 


Cash on hand and due from banks and bankers 


Exchanges for Clearing House 
Bonds and Debentures 

Stocks 

Call Loans in —_— 

Call Loans outside Canada 


Other Loans in Canada and Elsewhere . 


Bank Premises 


Customers’ Liability wnie Lette rs -— Credit 


Other Assets . 


$151,992,192.00 
59,753,603 .00 
128 404,690.00 
1,206,825.00 
39,406,650.00 
115,506,018.00 


$496,269 ,978.00 
435 ,975 592.00 
14,500,000.00 
13,338,458.00 
5,252,969.00 


$965 ,336,997.00 


Head Office—Montreal 
Over 650 Branches in Canada and Newfoundland 


NEW YORK: 64 Wall Street, W. T. 
Oliver, H. F. Skey, E. P. Hunger- 
ford, Agents. 

CHICAGO: 27 South La Salle Street, 
J. G. S. Orchard, Manager. 

SAN FRANCISCO — Agency Bank of 
Montreal. 333 California Street, P. 
C. Harrison, Manager. 

LONDON, ENGLAND: 47 Thread- 
needle Street, E. C.2, G. C. Cassels, 
Manager. 9 Waterloo Place, S. W. 1, 
J. H. Pangman, Manager. 

PARIS, FRANCE: Bank of Montreal 
(France), 6 Place Vendome, W. F. 
Benson, Manager. 


IN MEXICO: Mexico Ciry, Avenida 
Isabel la Catolica, No. 40; Avenida 
Francisco I. Madero, No. 14; Guap. 
ALAJARA, Esquina Lopez, Cotilla y 
Colon; MONTERREY, Doctor Mier 
116; PursBLa, Avenida Reforma, No. 
106; Tampico, Calle del Capitan 
Emilio Carranza No. 38 Oriente; 
VERACRUZ, Calle de Miguel Lerdo 
No. 25. 

WEST INDIES: Barclays Bank (Do- 
minion, Colonial & Overseas) for- 
merly The Colonial Bank (in which 
an interest is owned by the Bank of 
Montreal). 


The Bank welcomes inquiries at any point where it is represented 
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BANKING BUSINESS WITH BELGIUM 


BANQUE DE 


COMMERCE 


Sociéte Anonyme 


ANTWERP 


Every description of Banking Business transacted. 


Exceptional facilities and conditions for the collection and prompt remittance of docu- 
mentary items on Belgium 


Capital Subscribed . 
Capital Paid Up . 


Frs. 60.000.000 
Frs. 38.000.000 
Frs. 18.500.000 


Branches: 
BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


Canada’s Soundness Emphasized by 
Canadian Bankers 


ing under the menace of a rising 


” 


Fine several years we have been liv- 


fever of stock speculation,” says H. 
B. Mackenzie, general manager of the 
Bank of Montreal, in his annual ad- 
dress to stockholders of the bank, de- 
livered last month. “The collapse 
brought painful consequences to many 
individuals and its effects will no doubt 
be felt in diminished spending in some 
directions, but it is well that the crash 
is behind us rather than still ahead of 
us and it is also well to remember that 
there has been no destruction of prop- 
erty. The real national wealth of the 
United States and Canada remains what 
it was. That may not give much com- 
fort to the losers, but it is important 
from the standpoint of national welfare 
and prospects. Business will perhaps be 
somewhat quieter while we are getting 
back to realities, but the realities in both 
countries afford a firm basis for a 
healthy optimism.” 

Mr. Mackenzie reported the various 
items on the balance sheet of the bank 
which were reported in THE BANKERS 
MacazinE for December and noted the 
increase in number of the institution’s 
branches. 

“Since the last annual meeting,” he 
said. “thirty new branches have been 
established and two closed, bringing the 
tota’ number of our offices to 669. New 


buildings have been erected at several 
points and provision has been made for 
the erection of a large and handsome 
office to house the growing business of 
our main branch at Ottawa. 

“Our offices abroad continue to en- 
large their scope, and consequently are 
every year becoming a more and more 
important part of our service and our 
organization. 

“In the printed reports of this meet- 
ing, which will be sent to all the share- 
holders, you will find interesting re- 
views by our assistant general managers 
of trade conditions in the various prov- 
inces. It is enough here to say that 
they exhibit, upon the whole, not a 
banner year for Canada nor a quite 
cloudless sky, but sound basic conditions 
and, allowing for a temporary lull in 
business, ample ground for confidence 
in our future growth and prosperity. 
The chief disappointment is the crop in 
the Prairie Provinces, but too much 
should not be made of one lean year. 
The West is a country of proved agri- 
cultural richness and over a series of 
years nothing is more dependable than 
seed time and harvest. 

“An important and promising event 
of the year was the very successful 
meeting in Edmonton and Calgary of 
the Canadian Chamber of Commerce 
with a visit to the Peace River district. 
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Head office, Bank of Montreal. 


The objects of the Chamber are to de- 
velop a national, as opposed to a sec- 
tional spirit, to foster inter-provincial 


H. B. MacKenzie 


General manager Bank of Montreal, 
Canada. 


trade, and to promote trade within the 
Empire. The membership is growing 
rapidly and the Chamber promises to be 


a useful instrument in serving as a 
clearing house for the exchange of ideas 
and the ironing out of prejudices born 
of misunderstanding.” 

Before introducing the general man- 
ager, Charles B. Gordon, president of 


the bank, gave a resume of business 
conditions throughout the country and 
summed them up as follows: 

“In conclusion, may I say there was 
never a time in the history of Canada 
when business as a whole has been at a 
higher peak than during the year under 
review, or when the developed sources 
of our wealth were more wide and 
varied than they are today, and never 
a time when the earning power of our 
people was sustained in so many chan- 
nels of production. We must not al- 
low a possible temporary reaction, the 
result of a collapse in a purely specula- 
tive orgy in the stock markets, unduly 
to distort our view. Fundamental con- 
ditions are sound, and there is no rea- 
son for apprehension as to the ultimate 
future of Canada.” 

As reported by Mr. Mackenzie, the 
Bank of Montreal in its statement of 
October 31, 1929, had total resources 
of $965,000,000- Capital and rest were 
nearly $74,000,000 and deposits ag: 
gregated $772,000,000. 





BANKERS INVITED 


FOREIGN BANKS ARE 





INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


Ov close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


S. N. POCHKHANAWALA, Managing Director 


Royal Bank of Canada Passes the Billion 
Dollar Mark 


ada has a billion dollar bank, ac- 

cording to statement of the Royal 
Bank of Canada, Montreal, which re- 
ports assets of $1,001,442,741 as of 
November 30, 1929. This is a gain of 
$92,046,856 over November, 1928. In 
addition to reporting profits of $7,145,- 
137 that constitute a new record in the 
history of Canadian banking, the state- 
ment contains evidence of the excep- 
tional strength of the bank. 

Liquid assets amount to $409,275,965, 
an amount equal to 46.91 per cent. of 
liabilities to the public. Cash on hand 
and in banks amounts to $15'7,632,114. 
This is equivalent to 18.07 per cent. of 
the bank’s liabilities to the public. The 
principal items among the liquid assets 
are: Dominion and Provincial Govern- 
ment securities of $96,543,143, Ca- 
nadian municipal and British, colonial 
and foreign public securities $1'7,400,- 
156, railway and other bonds, deben- 
tures and stocks $15,468,621. Call 
loans in Canada are’ practically un- 
changed as compared with a year ago, 
while those abroad show an increase of 
over $22,000,000. It is understood that 
this increase is accounted for by certain 
special deposits of a more or less tem- 
porary nature. 

From the business viewpoint, the ex- 
tent to which the bank has taken care 
o* the increased commercial require- 
nts of its customers is a matter of 


Fes: the first time in history Can- 


special interest. Commercial loans in 
Canada now total $364,055,352, as 
compared with $292,315,472, an in- 
crease for the year of more than $71,- 
000,000. 

Deposits bearing interest have con- 
tinued to show substantial gains and 
now stand at $591,380,470, an increase 
of $67,728,562 during the year, while 
non-interest bearing deposits amount to 
$180,707,298, compared with $183,814,- 
937 a year ago. 

Earnings for the year amounted to 
$7,145,137, as compared with $5,881,- 
253 in the previous year, a gain of $1,- 
263,884. Increased profits are due to 
the larger amount of business handled 
during the year, as well as the greater 
supply of funds made available through 
the recent increase in capital. Profits 
for the year, when added to the amount 
carried forward from the previous year, 
made the total available for distribution 
$9,506,223. This was applied as fol- 
lows: Dividends and bonus, $4,722,071; 
transferred to officers’ pension fund, 
$200,000; appropriation for bank prem- 
ises, $400,000; and reserve for Do- 
minion taxes, $610,000; leaving a bal- 
ance to be carried forward of $3,574,- 
151, as against $2,361,085 at the end 
of the previous year, an increase of 
$1,213,066. 

During the year the paid-up capital 
of the bank was increased by $5,000,000 
to $35,000,000. 

105 





colum 
and ¢ 
a Lo 
tell m 
defer 
it s 
equif 
instal 
e 
The Seal Was Its Foundation |. 
=) 
ing 
For an impressive example of the sterling qualities of merc 
stability, endurance and permanence, consider the Pyra- biles 
mids. Over five thousand years ago Cheops, King of victr 
Memphis in Egypt, built the first or Great Pyramid. To SD. plun 
the document that brought this enduring structure into PCUARANTE COM builc 
existence he affixed his seal. For then, as now, the \e GENERAL fy equi 
affixing of a seal to a document gave to that document man 
its validity and binding force. can 
The seal of the General Surety Company has similar i thei: 
authority and power. It means that the document to aii tite reas 
which it is affixed is safe, sound and sure—that it is Recahinede mak 
authentic, valid and has binding force. It gives you by this Seat aval 
the absolute assurance of good faith—of the complete It appears on Iavest- and 
fulfillment of the obligation, without quibbling or tech- ments Bearing General coll 
nical evasion. It guarantees to you, unconditionally pm ge Cal 
and irrevocably, that interest and principal will be paid antee—backed by Capi- plai 
to you when due. And this guarantee is backed by a iter Bae tg _ this 
capital and surplus of over $10,000,000. 


An interesting booklet “THE SEAL THAT CERTIFIES SAFETY” W 
tells vital facts that every investor ought to know. A copy is yours for the 
asking. Write for it to our Home Office, 340 Madison Avenue, New York. 


GENERAL SURETY COMPANY 


Capital and Surplus over $10,000,000 


Under the Supervision of the Insurance Department of the State of New York 


is 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


HE Louisville Trust 
[company Louisville, 
Ky., uses double 
column display space six 
and one-half inches deep in 
a Louisville newspaper to 
tell merchants selling on the 
deferred payment plan its 
special service to them. 
“We have a department,” 
it says, “thoroughly 
equipped to handle your 
instalment notes promptly 
and economically, :thereby 
giving your business work- 
ing capital. Established 
merchants selling automo- 
biles, refrigerators, radios, 
victrolas, house furnishings, 
plumbing, store fixtures, 
building material, heating 
equipment, lumber and 
many other useful articles, 
can arrange to discount 
their notes here at a very 
reasonable rate, thereby 
making cash immediately 
available to your business, 
and we assume all detail in 
collection of instalments. 
Call or write and let us ex- 
plain the many advantages 
this service offers to you.” 


“WHEN a Woman Loses” 
is the title of an interest- 
ingly conceived folder pub- 
lished by the Broadway 
Merchants Trust Company 
of Ciinden, N. J. On the 
cover < an illustration of a 
motio: picture stage, show- 
ing t'. orchestra in the pit 
and t > title of the picture 


JANUARY, 1930 


—the same as that of the two inside pages depict the 
booklet. This occupies more hardships which may be in- 
than half of the cover, and  flicted by a man upon his 
the remainder is left blank family if he fails to make 
save for the lower right a will. The laws regarding 
hand corner, in which are property left where there is 
printed the words, “Inside no will are shown graphi- 
are several tragedies seldom cally. The last page is left 
seen in the movies.” The _ blank. 


the daughter 
of an old family 


went to live beyond the sea 


came reecive the peronl, humia seonon 
he mall of The 


mam yet ever Living, ever proscar 
trace can 40 for you Its nch fund 
of cra kaowledge 1 a 


Deswing pour will 1 work t0 <0 
erat to your own sttoracy He ul 
Thee snd chew only dod The Narrbera Trost officers feel find Northern Trast mra antiow to co-operate witb tum. 


The cane of Nartbere Tro mee ours Ar is heme 
0 the oomhwest corner of Li Salle sod Moaroe Seecets 
tran ofbcer wall be glad to confer with you 

Aa wlormsve and wteranag bork int “The Ordered 

Dairy? Lil’ wi br ced epen ques Were Gu ety 


THE NORTHERN TRUST COMPANY 


More than 40 years in the service of Chicago 


An interesting trust advertisement of an unusual type 

run full page depth and seven columns wide in 

Chicago newspapers. [Illustration and heading are 

attention-getting and the old style portrayed in the 

illustration serves also to impress the reader with the 
age and stability of the institution. 
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The folder is printed in 
turguoise blue and black on 
paper of a lighter blue. 

Accompanying the folder 
is a return card which the 
reader may check to show 
what heirs he has so that 
the company may advise 
him how his estate will be 
divided if he leaves no will. 
At the same time, he re- 
quests the bank’s booklet, 
“What it Costs to Inherit 
Money.” 
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“Trust Objections and 
How to Meet Them,” an 
address delivered by Theo- 
dore Tefft Weldon, of Wel- 
don & Baldwin, Inc., adver- 
tising, of Chicago, before 
the Trust Departmental of 
the Financial Advertisers 
Association at its Atlanta 
convention, has been re- 
printed in booklet form by 
Weldon & Baldwin. The 
reprint was published as a 
result of more than two 


— 


The enw Behimore Trust Building dominates the Bahimere skyline. 


BALTIMORE 


CO of the great American industries wanted at least 50 acres of ground well located as to 
transportation facilities, both water and rail; proximity to an adequate labor market of 
high grade personnel; fair taxes, adequate power at reasonable rates, and governing authorities 
with a favorable attitude toward industry. @ Baltimore met all these requirements —in compe- 
tition with many cities. A score of other difficult problems were solved through the cooperation 
of public spirited city officials and private citizens. As a result the $24,000,000 Atlantic Sea- 
board plant of this company is under construction at Baltimore. ( Baltimore Trust Company 
will be glad to help you obtain facts about Baltimore as they relate to your business, that 
you, too, may satisfy yourself that Baltimore is the logical city for your Eastern headquarters. 


The name of this company and its reasons 
for choosing Baltimore, as one of its cwn 
officrals hus told the story ino national pub- 
lication. are contained in @ reprint of the 
article which we will send you on request 


BALTIMORE 
TRUST COMPANY 


~“ecrweea eeoerat 


Reserve eo? 687 ¢ @ 


< 


A specific example of the services rendered to business 
executives by Baltimore officials is presented in this in- 


stitutional advertisement of a Baltimore bank. 


The 


typography and layout are particularly good, while the 
one illustration serves to show the pre-eminence of: the 
bank in Baltimore and the other to illustrate the copy. 


—. 


hundred requests from trust 
oficers for copies of the 
address. 

The booklet is weil de- 
signed and printed. The 
cover is of dull green, with 
printing in darker green 
and gold, and the text 
pages, of rough white paper, 
are printed in black with 
subheads and _ decorative 
touches in green. 


AN interesting piece of 
direct mail advertising js 
used by the Plainfield Trust 
Company, Plainfield, N. J, 
to push its safe deposit de- 
partment. A circular piece 
of white paper, with a 
diameter of about eight 
inches, is edged with bright 
green and the name and ad- 
dress of the bank are 
printed in the same green 
along one edge. Typewriter 
type is used for the text, 
which reads as follows: 

“As you can see—This is 
a circular letter. But— 

“The only thing circular 
about it is the shape. Other- 
wise it is a very personal 
message to you. 


“It is a personal invita: 
tion to rent a box in our 
safe deposit vault for we 
should like very much to 
serve you in this depart 
ment. Boxes rent from 
$5.00 a year up and pro 
vide safety from fire, theft 
or loss for your valuables. 

“There is no waiting for 
a coupon or _ conference 
room as we have twenty’ 
two for the exclusive use of 
our vault patrons where one 
may go over his affairs in 
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privacy and at his con- - 

venience. 

“If you will sign your 125 bankers 

name below and return to from half the States of the Union 


us, we shall be glad to hold ~ . 
a box for you until you o4 officers 


find it convenient to come 
in and deposit your valu- 1100 underwriters 


ables. of Life Insurance Companies 
“A box rented now may os 
ae you los and wony studied estate organization 


later!” in New York 
The letter is signed by a last week under Yeo eat panes pens ee co 


vice-president of the trust Equitable Trust jt bec cond. Thi copra ming we 


auspices Mam“ 
company. 


‘The objective was to consider meses by which the modera 
trust company can assist men to formulate plas which will 
Protect the property they have seriven to accumulate. 


Group Four of the New Mn Sea ed 


York State Savings Banks sets upon which sey wer tet rvs at beng 


built. Equicable officials felt uc emportant at thes (ume to share 


i i i i this as widely as powsible. 
Association is planning a expences ely po 


The educational in petus thus g.ven to crust thinking and 10 


$75,000 co-operative adver- the ypc wen of ate analy und xe organ ation, will 


0 do.bi have far-reaching effccts throughout the country. 


tiing project to be carried Pees of nes me Fe 
i News Comment these three folders in which its applicanon is clearly and 

on in newspapers of New 

York in an effort to further Saturday, Octobe 8, 1809 8 Stawetin mann 


From the N. Y. Evening Post, concisely set forth 
sor e220 oF woman who dewres 


bring mutual savings banks r vo a a 
to the attention of the pub- : ; 2,2. of ce Crt, Ta ew 


lic. The campaign was con- - Srenen Sepaereapeupersassaee 
ceived by Bryant Griffin, of i arn 
Albert Frank & Co., New x : cen tan e nt pra 
York. Its primary purpose Seer ont emanate 


‘We shall be glad to send you any one or all of these 


is to waken greater public en eae 
consciousness in the mutual 


savings banks, but it is also The Equitable Trust Company 


, OF NEW YORK 
expected that it will result A merger of The Seaboard National Bank and The Equitable Trust Company 


‘ ; f Total Resources im excess of $800,000,000 
in an increased number oO Mavn Office 1X Brosd Servet, New York Greater New York Ojfuw 11 Beosdway, 40 Worth Serer, Madison Avenue a Deb Sereet, 
41 West 54th Serece, Madwion Avenue ar 45¢h Sereet, Madison Avenue at "9th Screct Mg Case 1 49cm Sere, 501 Ean Fordhsm Road 


. Outef-min Oficts Prisdelpbus, Baluamore, Adana, Chicago, San Prancnco Equitable Soares Company Bowen, Washagron 
depositors. Forage Offers London, Pans, Menno Cary + Bgsitahle Cascrn Banking Corporation Sranghns, Honghong, Tenana 


Gnaocial wrvcture Sth the pilin actually set up ua thew pager 


THE Washington Square The element of timeliness is an important feature 
National Bank of New of this advertisement of a a York trust com- 
: pany. It serves also to show the reader the 
York, which was & ened importance of this type of trust service by means 
recently in the Washington of the impressive figures in the heading. Layout 
Square district, has issued and typography are good, and direct returns from 


a . the advertisement may be calculated from requests 
an attractive folder explain for the booklets which are suggested for those in- 
ing its purpose and aims terested in this trust service. 


and its banking facilities. It 

is printed in brown on _ center of which is cut out resents the dignified in the 

rough, cream colored stock. to reveal the words “In and midst of the bizarre,” says 
On «he cover is repro’ Around Washington the text, “the quiet in the 

duced a line drawing of Square.” midst of the noisy, repose in 

the W shington Arch, the “Washington Square rep- the midst of bustle—con- 
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Apply These Tests 
To ALL Your Investments 


RESENT market conditions require a most careful investigation and a 
P thorough understanding of securities. Long experience, broad know!l- 

edge of general business conditions and close contact with the invest- 
ment market guide this strong 54-year-old bank in the purchase of its-invest- 
ment securities. And it is a part of its complete and conscientious invest- 
ment service to help patrons select bonds that suit their individual needs. 


Inquiries tm person or by mail given prompt and careful attention 
regardiess of the amount involved 


AMERI 
TRUST 


THIRD AND MAIN 


oy ZA 
UTHERN 
PANY 


LITTRE ROCK ARK. 
A Complete arid Conscientious Investment Service. 


A series of advertisements, each of which emphasizes a 
single investment quality, is tied together in this adver- 


tisement, in which the series is reproduced. 


With the 


reproduced advertisements as illustration only one brief 
paragraph of copy is needed to bring out the desired point. 


servative — progressive — 
sound. 

“Around the cloistered 
Square, and not far away, 
foundations are being 
drilled for lofty office build- 
ings and modern apart- 
ments. A new subway will 
soon add increased activity 
to the rapid commercial and 
industrial development 
which marks the Square. 

“The demands made by 


this expansion conceived 
the birth of the Washington 
Square National Bank of 
New York, a local bank 
with complete metropolitan 
facilities, whose policies are 
aimed to contribute to the 
constant goal of this com- 
munity—the very reason 
for the existence of the 
Bank—Progress. 

“Our offices are conven- 
iently located to our neigh- 


bors, and easily accessible to 
our friends throughout the 
city, near Washington 
Arch, the entrance to a 
beautiful avenue, and the 
gateway to the Nation.” 


THE Baltimore Trust Com- 
pany has reprinted in the 
form of an exceptionally well 
gotten up booklet an article 
which appeared first in Na 
tion’s Business on “How a 
City Won an _ Industry.” 
The article, written by P. L. 
Thomson, director of public 
relations of the Western 
Electric Company, tells how 
the co-operation of the City 
of. Baltimore won for it the 
new Western Electric plant 
in competition with a large 
number of other cities and 
in the face of numerous dif- 
ficulties. 


The booklet was dis 
tributed in connection with 
an advertisement run by the 
Baltimore Trust Company in 
several magazines telling of 
the solving of the problems 
and offering the aid of the 
trust company to business 
executives with similar prob- 
lems. The advertisement of- 
fers to send to the readers 
upon request the full story 
of how the company chose 
Baltimore, and the booklet is 
sent to those who send in 
their requests. 

In addition to the interest 
attached to the article and 
advertisement reprinted in 
the booklet, its physical ap’ 
pearance is also worthy of 
comment. The cover is 
bright orange, used double, 
and measures ten by seven 
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inches. About three inches 
from the left edge of the 
cover is a vertical purple 
stripe, three-eighths of an 
inch wide. At the left of 
this line and at the top of 
the page is reproduced a line 
drawing of the Baltimore 
Trust Company tower, while 
at the lower right is the title 
of the booklet. The inside 
of the booklet is printed on 
rough, cream colored paper 
in black with initial letters, 
etc. in purple. In the cen- 
ter is a double-page spread 
on coated paper showing an 
architect’s conception of the 
Baltimore plant of the West- 
ern Electric Company. 


“A SMALL Edition of Amer- 
icas Largest Bank” is the 
attention-getting title of a 
simple but effective folder 
gotten out by the National 
City Bank of New York to 
announce the opening of its 
79th street branch. The fact 
that the branch institution is 
a neighborhood bank ‘yet has 
all the facilities of the main 
ofice of the National City 
is emphasized in the copy, 
which is illustrated by sev- 
eral views of the new office. 
Printing is in rose and black 
on cream colored paper. 


AN economic study entitled 
“Are We in a New Era?” 
prepared by the statistical 
department of the Midland 
Bank, Cleveland, has been 
published in booklet form by 
that institution. The study 
is the second of a series the 
first «ov which was described 
in these columns in October. 


Both cover and text pages 
are of a grayish green, with 
printing in darker green. 
The series of parallel lines 
of varying widths which dis- 
tinguished the previous book- 
let is also a feature of this. 
Down the center of the 
front cover runs a vertical 
band an inch and a half 
wide, broken by the initial 
“M” which is used through- 
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out the booklet and the title 
of the article. On the inside 
pages a narrow border of 
three lines is used across the 
outside and top of each 
page, with the “M” at the 
intersection. 

The study itself is an in- 
teresting discussion as to 
whether or not the prosper- 
ity of the last five years will 
end as other periods of busi- 








‘ashenne oO 


© TWO BRANCHES of a tree are ever exactly alike. 
N All of them draw strength and vitality from the par- 
ent tree and from the roots which it strikes deep into the 
soil. But because a branch is a vital and growing thing it 
takes a very definite character and form of its own. 

The Soutu Carotina Nationa Banx is a financial 
institution with many branches, serving many communi- 
ties. The parent bank has been firmly rooted in the eco- 
nomic life of South (arolina for nearly one hundred years. 
Out of this long and extensive service to the individual, 
agricultural and commercial welfare of this commonwealth, 
its modern branches have grown naturally—as the require- 
ments of communities and towns grew. 

Therefore the SourH Carotina NaTIonat is mot a 
chain banking system — artificially welded together. Its 
branch banking is the natural answer to South (arolina’s 
demand for more extensive service from its oldest and larg- 
est financial ally. 

The officers and employees of the bank in your city are 
citizens of your community, closely in touch with local 
individual and business requirements. For that reason the 
South Carotina Nationat Bank is especially your bank— 
devoted to serving you, your neighbor and your community. 


There 1s a difference 


The South Carolina National Bank 


Charleston - Greenville - Columbia 


eesouRces over & 


fe) 33 MILLION DOLLARS 


Comparing its branch banking system to a tree and dis- 
tinguishing between it and a chain banking institution, 
this South Carolina bank presents an excellent case for 
its position in this day of banking system discussions. 
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ness prosperity have, in a 
season of depression. It was 
sent to press before the re- 
cent stock market crash and 
this is mentioned in a note 
which is attached to the first 
text page: “This study went 
to press before the recent 
break in the stock market. 
It is most timely, therefore, 


to point out that the funda- 
mental soundness displayed 
by business in the face of 
the worst stock market col- 
lapse in history bears out the 
conclusions reached in this 
study—principally, that un- 
derlying conditions have 
greatly improved in recent 
years.” 


In Port Houston’s Cap 


Over 117 carloads of merchandise have been brought through 
Port Houston during the past few weeks to service the new 
ae aa ane temas 

. and this is merely a beginning. Company officials 
nd that the anticipated yearly average will be 2000 carloads, 
with a growing year!y volume as Houston becomes the port of 
entry for this concem for the entire Southwest. Thus again has 
the vision of Houston firms and individuals been justified . . . 
and Houston has taken another step toward becoming the” 
greatest inland port in the world. 


| For years the Houston National has advised and aided 
| industry. In its fifty-three years of service to Houston 


and its environs, this institution has built for itself an 
enviable place among the financial institutions of the 


South . 
gain involved 


. and there has been more than mere financial 
a matter of civic pride that has in- 


spired its officers and urged them to carry on. 


HOUSTON 


NATIONAL BANK 


MAIN AT FRANKLIN 


A well written and interesting institutional advertise- 
ment published by a Texas bank. 
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CENTRAL Hanover Bank and 
Trust Company, New York, 
has announced the appoint: 
ment to its new business 
department of Will Emer. 
son, formerly with the Cam- 
bridge Associates of Boston, 
and Thomas F. DeLaney, Jr, 
for the last several years 
with John Wanamaker, New 
York. 

Mr. Emerson for a num 
ber of years was engaged in 
advertising, real estate pro- 
motion and finance in Bos 
ton before he became con: 
nected with Cambridge As. 
sociates. Mr. DeLaney was 
a sales executive in the 
phonograph and radio indus 
try before joining Wana 
maker's. 


AN interesting study of the 
gas industry and predictions 
for its future has been pub 
lished in booklet form by 
Pynchon &.Co., New York. 
It gives a brief picture of 
the developments of the in: 
dustry from the time of the 
discovery of gas in 1609 up 
to the present time and pre: 
sents numerous _ statistics 
showing the growth and in 
creasing earnings of the in 
dustry. 


THE travel service depart 
ment of the Union Trust 
Company of Rochester, N. 
Y., has sent out a folder 
giving rates, places to be 
visited, and sailing dates for 
cruises to various points— 
the West Indies, Mediter 
ranean, etc. The folder is 
accompanied by a. letter, 
typewritten, and signed by 
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the department manager. The 
letter emphasizes the inex- 
pensiveness of the cruises 
and offers to send additional 
literature concerning any of 
the cruises. A __ postscript 
offers to show a world cruise 
flm in the home of any per- 
son who requests it. An 
attractive return card may 
be checked by the reader to 
ask for whatever type of 
travel literature he desires. 


“Rowinc a Good Race” is 
the title of an unusually well 
written biographical sketch 
of Bruce Pirnie, of Pirnie, 
Simons & Company, Inc., in- 
vestment bankers of Spring- 
field, Mass., by Russell R. 
Clevenger, formerly of the 
financial editorial staff of the 
New York Times. It has 
been published in booklet 
fom with a simple white 
cover bearing only the title 
of the sketch. The biography 
is illustrated by a studio 
portrait of Mr. Pirnie, a 
snapshot of him with a 
twenty-five pound salmon 
which he had just caught, 
and a picture of the Spring- 
feld Rowing Association, 
which he coaches. 


A serigs of eight advertise- 
ments on the subject of com- 
mercial banking is repro- 
duced in a booklet issued ‘by 
the Harris Trust and Savings 
Bank of Chicago. “The 
advertisements,” says a brief 
foreword, “reprinted in this 
folder nresent our concep- 
commercial banking 
1p. 
ver of the folder, 
nt quality white 


EW ENGLAND is known as 4 producer of finished goods She 
created ov sux billion dollars of manufactured value ia 1928 


New England uics in her gous nine per cent of the raw materuls 
Gabecared so thes country —over three bulion dollars lase year Her 
per capeta wealth —and therefore her pusshanng power—excerds 
the United States average Her pet caputs income is $98 more than 


that for the nation as 2 whole 


In this rich consuming region is the National Shawmut Bank of 
Boston, ose of the largest Nanonal Banks in che United Suates, 
helping those who sell to New Englod and chow who buy «a 


Now England 


You are cordially invited to carry your sccount with the Shawmut 


THE NATIONAL 


Shawmut Bank 


A local call, Conat 8190, euchle yn tall with 01 fe Besten w teens exe ome 


The National Shawmut Bank of Boston uses its customary 
layout—a horizontal half page—and its usual illustration 
of the Shawmut Indian—in this institutional advertise- 


ment. 


The importance of the New England market for 


raw materials is emphasized in the text. 


paper, carries a small sketch 
portraying the modern busi- 
ness world and the one word 
“Time” above it. Each of 
the eight advertisements re- 
produced emphasizes the fact 
that, despite the speed of 
modern business, the bank’s 
officers have and will take 
the time to discuss with the 
reader his financial problems. 
Each advertisement carries 
the lines “Our time is yours 
—Won’t you come in?” and 
the bank’s slogan, “Your 
Personal Bank.” ' 

The advertisements are re- 
produced approximately 6 by 
7/4 inches, and occupy eight 
consecutive right-hand pages. 
The left-hand pages are left 
blank. A small card clipped 
to the cover reads as follows: 

“A reserve of friendly 
counsel is sometimes as nec- 
essary to business as a re- 
serve of cash or credit. Hav- 
ing this in mind we have 
published a series of adver- 
tisements inviting you to call 


upon us whenever we may 
be of assistance. The adver- 
tisements are reprinted in 
this folder and we hope they 
will be of interest.” 
THE November issue of 
“Trade Winds,” issued 
monthly by the Union Trust 
Company of Cleveland, con- 
tains a survey of business 
conditions, a discussion of 
the trends in Great Lakes 
navigation and an article en- 
titled “Trade Swings to the 
Far East.” “It is our de- 
sire,” says the publication, 
“to make this publication an 
informal reflection of the 
current of business thought 
and achievement, emphasiz- 
ing major trends, and deal- 
ing with all the many angles 
of the business machine 
without bias or restraint.” 
The publication is note- 
worthy for its physical ap- 
pearance as well as for its 
contents, and its excellent 
and unusual illustrations. 
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this ever 
happened 
to you ? 


A four-hour conference! Six o'clock 
and the deal was closed. “Now, gen- 
tlemen,” I said, “suppose we dine and 
take in a show.” 

With their acceptance, the horrible 
thought dawned upon me — only a 
small supply of cash in my wallet —the 
office safe locked: -and my bank closed. 

embarrassing situation! 


ispered to our vice ‘presi- 
te of sales as we locked 


small bills,” he answered 


ng. “But don’t let that 

he went on —“we pass 
peo by my bank, The Franklin 
Trust, and they're open ‘til midnight, 
you know.” 





FRANKLIN Trust : Cheat tet th 


COMPANY 


Capital and Surplus $10,250,000.00 


5708 Germantown Avenue 
Frankford Ave. and Paul 


Conversational copy and an informal illustration feature 
this advertisement which emphasizes the day and night 
service of this Philadelphia bank. 


THE October number of The 
Pocketbook, monthly pub- 
lication of the Union Trust 
Company of Rochester, N. 
Y., maintains the high stand- 
ard which has characterized 
it during its first year of 
existence. It contains sev- 
eral short and interestingly 
written articles by officers of 
the company, a sketch of the 
life of George F. Rand, a 
director in the company, a 
survey of business conditions 
and a number of other fea- 
tures, in addition to the 
bank’s usual question and 
answer department. The 
Pocketbook is varied in ap- 
pearance each month by the 
use of different colored 
cover, printed in ink to har- 
monize with the paper used 
in that issue. The October 


issue has a tan cover on 
which the name is printed in 
blue. The inner pages are 
printed in black on the 
white stock with decorative 
letters, etc., in blue. 


SHORTLY after its formation 
from the merger of Seattle 
banks, the First Seattle Dex- 
ter Horton National Bank of 
that city issued a folder, en- 
titled “A Guide to Greater 
Banking Service,” which 
contained floor plans of the 
bank’s offices and listed the 
executives in each of the 
various departments of the 
institution. 

“From the very first day,” 
says the folder, “your con- 
tact with the new First 
Seattle Dexter Horton Na- 
tional Bank will be kept 


simple . . . easy . . . om 
venient! Call upon the same 
officers and tellers who have 
been serving you in the past, 
They will make your re 
lationship with the new bank 
most pleasant.” 

The folder is printed in 
black and green on paper of 
a light tan shade. 


THE Irving Trust Company 
of New York has made a 
bad situation into favorable 
advertising for the institu 
tion by sending engraved 
apologies to 550 neighbors in 
the vicinity of Broadway 
and Wall streets, where the 
new Irving Trust Company 
building is being erected, 
asking their indulgence while 
the riveting on the new 
structure is going on. 

“May we hope,” says the 
apology, “that you will bear 
with us as patiently as poy 
sible during the unavoidably 
noisy weeks that lie jus 
ahead while the steel frame 
of our headquarters building 
at 1 Wall street is going up’ 
To us, naturally enough, the 
sound of riveting means 
gratifying progress toward 
completion of the building. 
To our neighbors it means 
a most unwelcome distrac’ 
tion. 

“Realizing this and keenly 
regretting the necessity fo 
it, we are glad to tell you 
our builder is pressing the 
work at top speed. His 
schedule and the present 
season of closed windows 
will at least minimize your 
discomfort.” 





What Banks 


and Bankers 


Are Doing 


of the Equitable Trust Com- 

pany of New York, died sud- 
denly last month at his home in Mont- 
clair, N. J. He was fifty-three years 
old. Mr. Austin’ had been president of 
the Equitable Trust Company since its 
merger with the Seaboard National 
Bank in September, 1929. He had been 
president of the Seaboard since 1922. 

Mr. Austin began his business career 
as a messenger in a New York broker- 
age house. Within a year he turned to 
railroading and held several clerical 
positions with the Erie Railroad and 
later with the Lehigh Valley Railroad. 
When he was thirty-five, Mr. Austin 
entered the Columbia Trust Company 
of New York as a new business solici- 
tor. He later organized the credit de- 
partment for the company and was ad- 
vanced successively to assistant secretary 
and vice-president. He resigned the lat- 
ter office to become president of the 
Mercantile Trust Company, of which 
he was one of the organizers, in 1917. 
When the Mercantile was merged with 
the Seaboard National in 1922, Mr. 
Austin became president of the Sea- 
board. 

In addition to being president and 
trustee of the Equitable, Mr. Austin 
was a director of the Prudential Insur- 
ance Company of America, of the 
Bankers & Shippers Insurance Com- 
pany, Safety Car Heating & Light 
Company, Borden Company and Mer- 
cantile Safe Deposit Company. He re- 
cently had been elected president of the 
“quitable Eastern Banking Corporation. 

Aside from his banking and business 
interests he was closely identified with 
many educational and charitable under- 
tv kings. He was treasurer and trustee 

the finance committee of the Tus- 
ree Normal and Industrial Institute, 
sident and director of the Bowling 
en Neighborhood Association, vice- 


Crx: A. AUSTIN, president 


president and trustee of the State Chari- 
ties Aid Association, treasurer and 


chairman of the finance committee of 


the China Medical Board, Inc., treas- 


CHELLIS A. AUSTIN 


President of the Equitable Trust Com- 
pany of New York, who died recently. 


urer and trustee of the Milbank Me- 
morial Fund and treasurer and director 
of the Welfare Council of New York 
City. 


James S. ALEXANDER has retired as 
chairman of the board of the Guaranty 
Trust Company of New York after 
fifty years of business activity and thirty 
years as an officer of the National Bank 
of Commerce, with which the Guaranty 
was recently merged. 

Mr. Alexander was born in Tarry- 
town, N. Y., and went to work in a 
dry goods store there at the age of 
thirteen. Three years later he took a 
position in a local bank and at the end 
of another three years became assistant 


117 





118 


to the cashier. He entered the Na- 
tional Bank of Commerce of New York 
as a clerk and in 1899 became assistant 
cashier and chief clerk. In 1907, after 
twenty-two years of service with that 
institution, he resigned to become treas- 
urer of the American Express Company 
but at the end of nine months returned 


James S. ALEXANDER 


Who has retired from the chairman- 
ship of the board of the Guaranty 
Trust Company of New York. 


to the Bank of Commerce as a vice- 
president. Three years later he was 
elected president and in 1923 became 
chairman of the board. When the in- 
stitution merged with the Guaranty in 
May of this year he retained the same 
position in the consolidated bank. 

Under his leadership, the National 
Bank of Commerce’s resources more 
than tripled. He took an active part in 
international war and post-war finance 
and for his services has been decorated 
by the French, Italian and Belgian gov- 
ernments. 

Mr. Alexander is a director of the 
American Agricultural Chemical Com- 
pany, American Telephone & Telegraph 
Company, Campbell Soup Company, 
Mercantile Stores Co., Inc., Pacific Oil 
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Company, Prudential Insurance Com 
pany of America, Southern Pacific Com- 
pany, United States Rubber Company, 
former member of the Federal Advisory 
Council of the Federal Reserve Board 
and trustee Bank for Savings in the 
City of New York. 


THoMAs CANTWELL has been elected 
a vice-president of the Manufacturers 
& Traders-Peoples Trust Company, of 
Buffalo, N. Y., and John N. Garver, 
Jr., has been elected manager of the 
company’s business extension depart- 
ment. . 

Mr. Cantwell entered the bank in 
1909 as a messenger and has served in 
all departments. Prior to his election 
as vice-president he was trust officer. 

Mr. Garver has been assistant secre- 
tary and has directed the business ex- 
tension department of the company 
since he became associated with it in 
1926. 


JERRE L. Dow inc has been elected an 
assistant vice-president of the Chemical 
Bank & Trust Company, New York. 
He entered the credit department of 
the Chemical in 1922 and the follow- 
ing year was made the bank’s southern 
representative. In 1928 he was ap- 
pointed assistant cashier. He became 
assistant vice-president of the Bank of 
America, New York, in May, 1928, 
and was sent to the Pacific Coast to 
study that institution’s systems and 
methods. He is a graduate of the 
United States Military Academy, in the 
class of 1922. 


WINTHROP W. ALDRICH, a partner in 
the firm of Murray, Aldrich & Webb, 
attorneys, has been elected president of 
the Equitable Trust Company of New 
York, to succeed Chellis A. Austin, who 


died recently. Mr. Aldrich’s firm has 
been counsel for the Equitable Trust 
Company during the last twenty-five 
years and for the last eight years Mr. 
Aldrich has been active in handling the 
bank’s legal affairs. 

The new president of the Equitable 
is a son of Nelson W. Aldrich, who was 





The Seward National Bank 
and ‘Trust Company 


OF NEW YORK 


An independent Bank offering a 


complete 


banking service under 


the direct supervision of its officers. 


a ES 


Foreign 
Exchange 


2 PARK 


United States Senator from Rhode 
Island for many years and who served 
thereafter as chairman of the National 
Monetary Commission. Senator Ald- 
rich was recognized as an outstanding 
authority on financial affairs. Mr. Ald- 
rich is a brother-in-law of John D. 
Rockefeller, Jr. 

Mr. Aldrich was born in Providence, 
R. I, and was graduated from Harvard 
University in 1907. He secured his de- 
gree from Harvard Law School three 
years later. He was admitted to the 
New York Bar in 1912 and was a mem- 
ber of the firm of Byrne, Cutcheon and 
Taylor between 1916 and 1917. 

Mr. Aldrich served as a lieutenant in 
the United States Naval Reserve in 
1917-18. On January 1, 1919, he be- 
came a member of the law firm of 
Murray, Aldrich & Webb. 

He is a director of the following com- 

nies: Bankers Trust Company, Equi- 

ale Eastern Banking Corporation, 
»nver & Rio Grande Western Rail- 
roid Company, Rio Grande Junction 
R.ilroad Company and Western Pacific 
C mpany. 


Letters of Credit 
Travelers Checks 


Safe Deposit 
Vaults 


AVENUE 


Henry J. Nicuors has been elected 
vice-president of the National Shawmut 
Bank of Boston and took over his 
new duties on January 1. He has had 
a varied experience in financial affairs. 
For eight years he was secretary and as- 
sistant to the president of the First Na- 
tional Bank of Council Bluffs, Iowa, 
under the late Charles R. Hannan. He 
later went to Boston with Mr. Hannan 
as his assistant and secretary. At that 
time Mr. Hannan was financial manager 
of the various companies in New En- 
gland in which the Swift family was 
the principal owner and after his death 
Mr. Nichols took over the financial 
directorship of the same companies and 
served as treasurer and director of most 
of the New England companies owned 
largely by the Swifts. He has continued 
in that capacity until the present. time. 


AvERY J. BRADFORD and Floyd E. Clin- 
ton have been added to the board of 
directors of the: Pennsylvania Trust 
Company of Pittsburgh. Both Mr. 
Bradford, who is vice-president and 
trust officer, and Mr. Clinton, who is 


1i9-> 





OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


G M A C obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
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treasurer, have been with the institu- 
tion for many years. 


J. G. Geppes, vice-president and head 
of the foreign department of the Union 
Trust Company of Cleveland, has been 
appointed to the executive committee of 
the American Acceptance Council, com- 
posed of representatives of the larger 
banks of the country. 


HERMAN W. WARNKEN has been ap- 
pointed assistant secretary of the Guar- 
anty Trust Company of New York. 


E. CHANNING KIBBEE, formerly manager 
of the Minneapolis office of Salomon 
Bros. & Hutzler of New York, has been 
elected a vice-president of the First Bank 
Stock Corporation of Minneapolis and 


St. Paul. Mr. Kibbee will have charge 
of investments for the seventy-six banks 
affliated with the corporation and will 
be located in the corporation’s Minne- 
apolis offices. 

Mr. Kibbee began his career as an 
investment banker in 1907 as manager 
of the St. Paul office of the Stevens 
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Chapman Company of Minneapolis. 
From 1918 to 1924 he was director 
fiscal agency of the Federal Reserve 
Bank of Minneapolis. Since that time 
he has been manager of the Minneapolis 
office of Salomon Bros. & Hutzler. 


Tom M. GirbLer, formerly president of 
the Jones & Laughlin Steel Company, 
Pittsburgh, and now associated with the 
Otis & Company-Mather-Eaton steel in- 
terests in Cleveland, has been elected a 
director of the Union Trust Company 
of Cleveland. He has been associated 
with the steel industry since 1901 and 
went to Cleveland last month to act in 
an advisory capacity with the Otis & 
Company-Mather-Eaton interests. 


Epwin H. Linpow has been elected 
president of the Union Title & Guar- 
anty Company of Detroit to succeed 
John N. Stalker, who has been chosen 
chairman of the board. Mr. Lindow 
has been vice-president and general man- 
ager of the company. In 1909 he joined 
the staff of the Union Trust Company, 
with which the Union Title & Guar 
anty is affliated. 
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Capital $8,000,000 


Surplus $7,000,000 


GENERAL BANKING, TRUST AND 
FOREIGN BUSINESS 


ALLARD SMITH, vice-president of the 
Union Trust Company of Cleveland, 
has been elected to membership by the 


ALLARD SMiTH 
Vice-president the Union Trust Com- 
pany of Cleveland. 


board of directors of the Association of 
Reserve City Bankers, at a recent meet- 
ing held in New York. 


J. M. O. Monasterio, manager of the 
foreign department of the Hibernia Bank 
& Trust Company of New Orleans, has 
been appointed chairman of the foreign 
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trade bureau of the Association of Com- 
merce. He has been an active worker 
in this bureau of the association for a 
number of years. 


Frep I. Kent, director of the Bankers 
Trust Company of New York and 
former deputy governor of the Federal 
Reserve Bank of New York, has been 
elected a member of the council of New 
York University, which acts as a board 
of trustees to the university corporation. 


Georce O. Vass, vice-president and 
cashier of the Riggs National Bank of 
Washington, D. C., has been appointed 
chairman of the general convention com- 
mittee of the District of Columbia 
Bankers Association for its June conven- 
tion. 


OPENS NEW BUILDING 


THE Union Trust Company of Little 
Rock, Ark., has announced the opening 
of its new building. Formal opening 
and dedication were held December 2. 


MILWAUKEE BANK PLANS TO 
INCREASE CAPITAL 


Directors of the National Bank of 
Commerce of Milwaukee, Wis., have 
voted to submit to stockholders a pro 
posal to increase the bank’s capital stock 
to $2,000,000, to consist of 200,000 
shares of par value of $10 each. This 
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will mean doubling the bank’s present 
capital. The increase is being made so 
that the institution can better meet the 
growing demands of business, according 
to announcement. 


MERCANTILE-COMMERCE 
PROMOTIONS 


THE board of directors of the Mercan- 
tileCCommerce Bank and Trust Com- 
pany of St. Louis has voted the follow- 
ing three promotions in the trust depart- 
ment: George O. Wolf, to become in- 
surance trust officer; John J. Rabbitt and 
John G. Houlihan, to become assistant 
trust officers. 

The insurance trust department of the 
bank, which will now be under the 
direct supervision of Mr. Wolf, is en- 
gaged in the handling of estates for 
patrons, paying particular attention to 
life insurance trusts. Mr. Wolf was en- 
gaged in similar work with the National 
Bank of Commerce in St. Louis before 
it merged with the Mercantile Trust 
Company. He went to St. Louis in 
1926, having been in the bond business 
in Denver for a number of years. 

Mr. Rabbitt has served in the trust 
department of Mercantile for eleven 
years. His banking career began in the 
transit department of Mercantile, where 
he worked for five years before taking 
up duties in the trust division. 

Mr. Houlihan formerly was in the 
trust department of Mercantile but went 
to the trust division of Commerce in 
1919. While in trust work he studied 
law and was graduated at St. Louis 
University in 1924. 


PLAZA TRUST DIRECTORS FORM 
NEW BANK 


A GcrouP of directors of the Plaza Trust 
Company of New York, acting as in- 
dividuals, has been authorized to or- 
ganize the Park Row Trust Company 
t 154 Nassau street, New York, the 
site of the bankrupt Clarke Brothers 
private bank. Depositors of the Clarke 
Brothers Bank, who total 2200, have 
been allotted 49 per cent. of the stock, 
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for which they will pay the issue price 
of $32 a share. The controlling 51 per 
cent. will remain in the hands of the 
Plaza Trust group. 

According to M. H. Cahill, president 
of the Plaza Trust Company, the com- 
pany will have capital of $500,000 and 
surplus of $250,000. Par value of the 
shares will be $20. 

In addition to Mr. Cahill, the or- 
ganizers are: Herbert L. Aldrich, capi- 
talist; Frederick Brown, president Bar- 
clay-Arrow Holding Corp.; W. H. Car- 
penter, president Dexter-Carpenter Coal 
Co.; Thomas R. Cowell, oil and gas; J. 
Linfield Damon, vice-president United 
Hotels Co., of America; L. C. Drake, 
partner of Moore, Leonard & Lynch, 
members New York Stock Exchange; 
Aaron V. Frost, vice-president Black, 
Starr & Frost-Gorham, Inc.; William 
H. Johns, president Batten, Barton, 
Durstine & Osborn, Inc., advertising; 
Frederick T. Kelsey, Lewis, Garvin @ 
Kelsey, attorneys; Richard E. LaBarre, 
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Forty-Two Broadway, 


president LaBarre Realty Corp.; Lee 
W. Maxwell, president Crowell Pub- 
lishing Co.; Edward Plaut, president 
Lehn @ Fink Products Co.; Joel Rath- 
bone, vice-chairman National Surety 
Co.; Alexander M. Stewart, chairman 
Jas. Stewart & Co., Inc.; Frank J. Stoltz, 
president Central N. Y. Utilities Corp.; 
Herbert Turrell, investments; Lazarus 
White, president Spencer, White & 
Prentis, Inc.; Francis L. Wurzburg, 
vice-president and managing director 
Conde Nast Publications, Inc.; Howard 
L. Wynegar, president Commercial 
Credit Corp. 


COMMERCIAL CREDIT REPORT 


CONSOLIDATED report of the Commercial 
Credit Company of Baltimore for the 
first ten months of 1929 shows increases 
both in the amount of business handled 
and in net earnings and net income on 
capital stock. 

Gross purchases of commercial paper 
made during the period covered by the 
consolidated report amounted to $387,- 
952,001, as against $222,663,731 for the 
same period of 1928. 

Net income on the capital stock was 
increased approximately 62 per cent. in 
the ten months of 1929 over the same 
period of 1928. Earnings per share on 
the average common stock outstanding 
in the same period of this year were 
approximately 25 per cent. greater than 
in the same period of last year. 

Net income in the ten months ended 
October 31, 1929, amounted to $6,168,- 
976, as against $3,812,018, in the same 
period of 1928. Net income for October 
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New York City 


of this year increased more than 31 per 
cent. over October, 1928. 

The large increase in the dividend re- 
serve for common stock was an outstand- 
ing item in the report. This increase for 
the ten months of this year amounted to 
$1,162,926. After providing for this 
increase in the dividend reserve on 
common stock, the company’s remaining 
net operating gain was increased approxi- 
mately 33 per cent. in the ten months 
of this year over the same period of 
1928. 

Commercial Credit Company is the 
parent company of a nation-wide financ- 
ing organization, including the Commer- 
cial Credit Corporation of New York, 
Commercial Credit Trust of Chicago, 
Commercial Credit Company, Inc., of 
New Orleans, the Continental Guar- 
anty Corporation of Canada, Ltd., with 
headquarters in Montreal, and Kemsley, 
Millbourn & Company, Ltd., New York, 
the company’s foreign affiliation. 


SHAWMUT ASSOCIATION ASSET 
VALUE INCREASES 


THE asset value per share of the Shaw- 
mut Association, an enterprise of the 
National Shawmut Bank of Boston, for 
the quarter ended November, 1929, was 
above that of any period in the last year, 
with the exception of the market peak 
in the quarter ended August 30, 1929, 
according to announcement by Walter 
S. Bucklin, president. The value as of 
November 30, 1929, was $23.51, com- 
pared with $27.88 on August 30, $23.49 
on May 31, $23.37 on February 28, and 
$22.22 on November 30, 1928. 
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During the recent market decline, 
trustees of the association invested 
$1,840,000 in common stocks. As of 
the close of business November 30 (after 
making the above mentioned investments 
in common stocks) the assets of the fund 
amounted to $9,789,000, including cash 
in bank and on call of $3,674,000. 

Net profits for the current fiscal year, 
which began January 1, 1929, before 
taxes from the sale of securities, 
amounted to $1,401,000, or $3.50 per 
share. Income from interest and divi- 
dend alone for this period, less all ex- 
penses and allowance for taxes on ac’ 
count of interest and dividends, has been 
in excess of dividend requirements. 


CHEMICAL BANK PLANS NEW 
BRANCH BUILDING 


THE Centrum Corporation, representing 
the Central Hanover Bank and Trust 
Company of New York, has filed plans 
for the construction of a sixteen-story 
bank and office building on the north- 
east corner of Sixth avenue and 35th 
street, New York. 


UNDERWRITERS TRUST OPENS 


THE Underwriters Trust Company, the 
first bank organized in New York City 
to serve the insurance business expressly, 
opened for business at 111 John street 
the latter part of November. It began 
business with a capital and surplus of 
$2,500,000 and plans to conduct a 
general commercial business, with trust 
vd thrift departments. In addition to 
t: banking and trust facilities, the bank 

a safety deposit vault in the base- 
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ment of the building to serve its cus- 
tomers. 

Horatio N. Kelsey, formerly manager 
in this country of the Hamburg-Bremen 
Fire Insurance Company of London and 
other foreign insurance companies, is 
president of the new bank. Allan M. 
Perkins, formerly with the Guaranty 
Company of New York, is vice-presi- 
dent. Frank W. Breitback, former trust 
officer of the Murray Hill Trust Com- 
pany, is treasurer, and William D. Pike, 
formerly with the Chatham Phenix Na- 
tional Bank and Trust Company, is sec- 
retary. 

Among the directors are Paul Ab- 
bott, James I Cuff, Howard S. Cullman, 
John A. Diemand, Charles F. Enderly, 
Sumner Ford, Bertram E. Gendar, Ben- 
jamin B. Greer, Ivan N. Hardingham, 
M. L. Heide, Eugene F. Hord, Horatio 
N. Kelsey, Percy C. Magnus, Charles 
H. Marshall, Harry L. McGee, George 
W. Morgan, L. Gustam Moses, D. Basil 
O'Connor, Allan M. Perkins, Charles 
Presbrey and George C. Van Tuyl Jr. 


UNITED FOUNDERS REPORTS 
EARNINGS 


NET cash earnings of the United 
Founders Corporation for the fiscal 
period ended November 30 were ap- 
proximately $3.35 on the average num- 
ber of shares outstanding. In addition, 
the report said, the corporation has an 
equity in the undistributed consolidated 
cash earnings of American Founders 
Corporation and those of Investment 
Trust Associates, totaling approximately 
$1.75 a share. United Founders Corpo- 
ration now has approximately 45.000 
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shareholders. Present resources amount 
to more than $200,000,000, of which 
$14,000,000 is in cash. 

Estimated earnings of Investment 
Trust Associates, whose shares were 
quoted at $20 when it became a public 
company a year ago, are $10 a share on 
the average number of shares outstand- 
ing during the year ended November 30. 
The book value is approximately $29 a 
share. 


MANUFACTURERS TRUST 
OPENS NEW BRANCH 
OFFICE 


THE Manufacturers Trust Company of 
New York on December 9 opened its 
second new banking home in Bronxboro 
within a month. Sound View office 
moved into its new building on Novem- 


ber 23 and Southern Boulevard unit 
moved into new and enlarged quarters 
at 1042 Westchester avenue, corner of 
Southern boulevard, a few days later. 
The new quarters provide a 100 per 
- cent. increase in space and allow Manu- 
facturers Trust Company to install every 
branch of its service—commercial, trust, 
investment, thrift, foreign, safe deposit 
—under one roof. 


GIRARD TRUST REPORTS 
BEST YEAR 


Net profits of the Girard Trust Com- 
pany, Philadelphia, for the year ended 
November 30, 1929, were $2,716,080, 
exceeding those of any one of the ninety- 


two years preceding it, according to the 
report of Albert A. Jackson, president, 
to the stockholders. 

As of November 30 the company’s 
statement showed total assets of $90,- 
391,199. Capital is $4,000,000, surplus 
$15,000,000, undivided profits $3,216,- 
991, deposits $63,349,220 and indi- 
vidual trust funds $684,125,142. Face 
value of trusts under deeds of trust or 
mortgages executed by corporations to 
the company as trustee, to secure issues 
of corporate bonds, including equipment 
trusts, etc., were reported as $1,469,- 
820,890. 

In his report Mr. Jackson said: 

“During the year, the capital of the 
company was increased by 10,000 shares, 
5000 of which were distributed as a 
dividend to shareholders and 5000 of 
which were offered to those shareholders 
for subscription at $1000 each. It is a 
gratification to report that on the day of 
the closing of the period during which 
subscriptions could be made every share 
of the increase had been taken up. 

“The par value of the shares of the 
company was changed from 40,000 
shares of a par value of $100, to 400,000 
shares of a par value of $10. 

“The ninety-third year of the com- 
pany’s life has brought the greatest 
earnings in its history. The moneys 
were employed at rates that ruled at 
high figures, and profits from these 
added to the growing business show a 
satisfactory result. 

“In view of the larger earnings re- 
ported, and notwithstanding the increase 
in the capital necessitating a larger divi- 
dend distribution, the board of managers 
declared, in addition to the regular 
quarterly dividend of $1.00 per share, 
payable January 2, 1930, an extra 
special dividend of $1.00 per share, pay- 
able December 24, 1929. 

“There was also transferred $1,000,- 
000 from undivided profits to surplus, 
thus bringing the relation of capital to 
surplus into a ratio of four to one, 
namely, $4,000,000 capital and $16,- 
000,000 surplus. 

“It must be remembered that the 
money market of the year just passed 
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has been a very definite factor in bring- 
ing the earnings of the company to the 
increase reported, and that in the future 
such conditions as have obtained during 
the twelve months just ended are not 
assured. The present extra distribution 
is therefore a special division from the 
profits of a year which may or may not 
be proved in the future to have been 
unusual.” 


NORTHWEST BANCORPORA- 
TION ADDS TWO BANKS 


E. W. Decker, president of the North- 
west Bancorporation, Minneapolis, has 
announced the affiliation with the group 
of the State Bank of Northfield, Minn., 
and Harbine Bank, of Fairbury, Neb. 
This brings the number of Nebraska 
banks in the group to six. 

The Harbine Bank, established in 1873, 
has capital, surplus and undivided profits 
of $226,947; deposits of $2,401,540 and 
resources of $2,633,487. The State 
Bank of Northfield has capital, surplus 
and undivided profits of $103,620; de- 
posits of $1,092,777 and resources $1,- 
213,586. These two additions bring the 
number of banks affiliated with North- 
west Bancorporation to eighty-four, va- 
riously located in Minnesota, Wisconsin, 
Iowa, Nebraska, North Dakota, South 
Dakota, Montana and Washington, with 
combined resources of $465,849,547. 


TRENTON BANK OBSERVES 
125th ANNIVERSARY 


THE Trenton Banking Company, Tren- 
ton, N. J., celebrated the 125th anni- 
versary: of the chartering of the institu- 


tion on Tuesday, December 3. In con- 
nection with the celebration, full page 
newspaper advertisements were run in 
Trenton papers, inviting the readers to 
visit the bank during that day to join 
with the institution in its anniversary 
observance. 

The company also published, in honor 
of the occasion, a book, containing ap- 
proximately 150 pages, of the bank’s 
history. “A History of the Trenton 
Banking Company,” as it is called, was 
written by Paul G. Tomlinson. It con- 
tains an interesting running account of 
the bank’s founding and growth up to 
the present day and is illustrated w'th 
reproductions of the portraits of the 
bank’s presidents, and with pictures of 
its present and past buildings. It also 
contains such information as biographical 
sketches of the various presidents, lists 
of present and past officers and directors, 
record of dividends paid since the time 
of organization, and comparative annual 
statements showing the growth of the 
institution. 


FIDELITY UNION OF NEWARK 
TO TAKE OVER BANKS 


MERGER of the Fidelity Union Trust 
Company of Newark, N. J., with the 
North Ward National Bank and the 
Equitable Trust Company of that city 
has been announced by the presidents 
of the three institutions. The merger 
consists, in effect, of acquisition by the. 
Fidelity Union of the two other banks, 
which will become branches of the Fidel- 
ity Union Trust Company. The bank 
already has six branches in Newark and 
is the largest bank in New Jersey, with 
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assets of $140,596,455, according to its 
October 4 statement. 

According to the presidents’ state- 
ment, “the terms of the proposed mer- 
ger include the absorption of the North 
Ward and Equitable Trust by the 
Fidelity Union through an exchange of 
stock, the basis being six shares of Fidel- 
ity Union stock, par value $25, for one 
share of North Ward stock, par value 
$100, and one share of Fidelity stock for 
three shares of Equitable Trust stock, 
each of the same par value. 

“The book value of each stock was 
carried on October 4 as: Fidelity Union, 
$59; North Ward, $438, and Equitable 
$46. The Fidelity Union's capital stock 
of $6,000,000 will be increased to pro- 
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UzaL H. McCarter 


President the Fidelity Union Trust 
Company of Newark, N. J., which 
is taking over two banks. 


vide the stock made necessary by the 
transaction. 

“On October 4 the company showed 
deposits of $122,353,351; North Ward, 
capital of $400,000, assets of $15,127,- 
609, and deposits of $12,415,802; 
Equitable $200,000 capital, $1,529,111 
assets and $1,159,140 deposits. The mer- 
ger will bring the total assets of the 
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Fidelity Union to more than $155,000,- 
000. It controls also the Essex County 
Trust Company of East Orange.” 


ask 


T has been an honoured tradition that the 

General Manager should, at this season 

of the year, express to the members of the 
Staff his sincere good wishes for a joyous 
holiday season and a year of prosperity. 


I am indeed glad that this, the first occasion 
on which this pleasant duty has fallen to me, 
1s also the first occasion on which it has been 
possible to convey an annual Christmas 
message through the columns of our Staff 
Magazine—that Nicgazine which belongs to 
all of us, and which during the past year has 
done so much to draw us all into closer touch 
with one another and deeper loyalty to the 
institution which we serve. 


Through the Staff Magazine, then, I beg 
to extend to all the members of our great 
Family, and to all those near and dear to them, 
my best wishes for a Merry Christmas and a 
Very Happy New Year. May this time of 
goodwill and kindliness unite us all more 
closely than before. 


Hina hone 


Christmas, 1929. 


Greeting from the general manager 
of the Bank of Montreal, Canada, to 
the staff of the bank, which appeared 
in the December issue of the Staff 
Magazine of the bank. 


MANUFACTURERS OPENS 
OFFICE IN HOTEL 
NEW YORKER 


THE Manufacturers Trust Company of 
New York has announced the opening 
of new and enlarged quarters in the 
Hotel New Yorker for its West Side 
unit. The hotel is located at 481 
Eighth avenue, corner of 34th street. 


HANDICAPPED MAKE GOOD 
IN INDUSTRY 


THAT the handicapped can make good 
in industry is shown in the recently is- 
sued annual report of the Employment 
Center for the Handicapped, at 407 
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Second avenue, New York City. Dur- 
ing the year over 1700 positions were 
found for handicapped men and women 
in this city, with apparently gratifying 
results to employers and applicants. 
Over 4000 handicapped people applied 
at the Center during the year—men and 
women, boys and girls—who were hav- 
ing difficulty in finding employment be- 
cause of some disability such as a lame 
foot, a game arm, missing fingers or 
perhaps a speech defect. The Center 
finds that many of the young people now 
applying for work are the victims of 
the infantile paralysis epidemic during 
the war. These children are now grown 
up, ready to become wage earners, and 
need the help of the community in get- 
ting work where they can become self- 
supporting citizens. The fact that many 
large companies are rejecting these 
young people because they cannot pass 
their physical examination makes it all 
the more difficult for them to get a start 
in industry. 

The Center finds, however, that an 
increasing number of employers are will- 
ing to give the handicapped a chance 
to try the job, instead of refusing him 
employment because he looks disabled. 
The Center finds that in practically 
every business there are openings which 
can be filled satisfactorily by the handi- 
capped. For example, in a bank: A 
young man employed as a rack clerk is 
in line for a promotion and has received 
several increases in salary; a man with 
a hand disability is a bank teller, a 
slightly lame man is in charge of a vault 
room; another is a special officer; sev- 
eral others are watchmen. There are 
many applicants who could qualify as 
guards, porters, messengers, matrons, 
stenographers and switchboard operat- 
ors. 

The Center has many employers who 
telephone regularly when they need 
help. The Center tries to refer only ap- 
plicants who can fill the position as satis- 
factorily as any other worker, and whose 
dicability is no handicap for the partic- 
ular job. The Center is supported by or- 
in the handi- 


g.nizations interested 


canped. 


The South Carolina 
National Bank 
Charleston, S. C. 


Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 800,000.00 
Resources 30,000,000.00 


OFFICIAL CHANGES IN CENT- 
RAL TRUST OF ILLINOIS 


JosEPH E. Otis has been advanced from 
president to chairman of the board of 
the Central Trust Company of Illinois, 
Chicago, and Philip R. Clarke has been 


Puitie R. CLARKE 


Newly elected president Central Trust 
Company of Illinois, Chicago. 


elected president. Charles G. Dawes, 
who has been chairman of the board, 
has been elected honorary chairman. 
Eugene V. R. Thayer remains chairman 
of the executive committee. 
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In announcing this realignment of the 
executive heads of the bank, the direc- 
tors pointed out the chief reason was 
to centralize the executive responsibility 
for all of the banking and investment 
departments under the one office. Mr. 
Clarke was recently elected president of 
the Central-Illinois Company and presi- 
dent of the Central-Illinois Securities 
Co., investment afhliates of the bank, 
which positions he retains. His elevation 
to the presidency of the bank concen- 
trates the administration of all of the 
activities of the Central Trust Company 
and its affiliate organizations in one in- 
dividual, thus insuring the most efficient 
relationship between these allied insti- 
tutions. 

In becoming chairman of the board, 
Mr. Otis will continue his activities with 
greater responsibilities inasmuch as he 
will now handle policies rather than de- 
tail. 


FIRST NATIONAL AND OLD COL- 
LONY, BOSTON, MERGE 


STOCKHOLDERS of both the First Nation- 
al Bank and the Old Colony Trust 
Company, of Boston, have approved a 
plan to combine the two organizations, 
so that merger plans of the companies 
are practically carried out. 

This merger will give New England 
a banking institution which, with its 
affiliates, will have capital assets of over 
$100,000,000 and total resources of over 
$700,000,000. The final result as 
planned will be the First National Bank 
of Boston, owned by the present stock- 
holders of both banks; the Old Colony 
Trust Company, operating a trust busi- 
ness under its present charter, owned 
through trustees by the stockholders of 
the First National Bank, and the First 
National Old Colony Corporation, 
operating under a separate charter and 
owned in like manenr. 

The head office of the last named 
company is to be at 67 Milk street. It 
has four additional Boston offices as 
well as New England branches in Hart- 
ford, Providence, Worcester, Spring- 
field, Rutland, Vt., and Portland, Me. 
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NORTHWEST BANKERS HOLD 
MANAGEMENT CONFERENCE 


More than 800 bankers from the North- 
west are expected to meet in Portland, 
Ore., March 5 and 6 to discuss banking 
problems and management. The confer- 
ence is to include bank officers from 
Oregon, Washington and Idaho, and it 
is also planned to invite representatives 
from Utah, Montana and Wyoming. 
The meeting is to be patterned on the 
Mississippi Valley conference on com- 
mercial bank management held last 
spring in Chicago and on the Tri-State 
conference in Minneapolis this fall. 
John E. Edlefsen, vice-president of 
the West Coast National Bank of Port- 
land, is chairman of the conference, 
with the chairman of the banking prac- 
tice committees of the Oregon, Wash- 
ington and Idaho associations as an exec- 
utive committee. The Portland Clear- 
ing House Section of the American 
Bankers Association will co-operate in 
arrangements for the meeting. 


CLINTON TRUST OPENS 


THE Clinton Trust Company, which re- 
ceived its state charter as the Guild 
State Bank early last year but which 
was transformed into a trust company 


before opening, began business last 
month at 857 Tenth avenue, near 57th 
street, New York City. It has capital 
and surplus of $1,000,000. 

E. M. Rabenold of the law firm of 
Rabenold €& Scribner is chairman of the 
board; W. W. Warner, twenty years 
president of the Bryant Park Bank, is 
president; S. I. Chittenden, formerly 
with the New York State Banking De- 
partment, vice-president; H. E. Rank, 
formerly cashier of the Bryant Park 
Bank, treasurer, and Samuel Miller of 
Rabenold & Scribner, secretary. 

In addition to Mr. Rabenold, Mr. 
Warner and Mr. Chittenden, the direc- 
tors are W. S. Barstow, H. W. Beyer, 
John Horn, Mark Hyman, Adam Metz, 
C. S. Oakley, F. S. Parker, Herbert 
Pietzsch, R. C. Schock, H. W. Van 
Bomel, W. J. Waite and R. D. Ward. 





American Production and Trade 


[From the Annual Report of the Secretary of Commerce] 


E output of American industry 
during the fiscal year ended June 
30 was the highest ever attained. 
Although business was not character- 
ized by the feverish activity of the war 
period and the immediately succeeding 
boom, the actual production of com- 
modities and services was larger. 


* * * *k 


A conspicuous and gratifying feature 
of American business during the last 
eight years is well brought out by the 
major statistics of production and trade, 
namely, its steadiness. There have been 
neither sharp booms nor sharp slumps. 
With two or three minor and short- 
lived recessions, the upward trend of 
production and consumption has been 
—. but in the aggregate consider- 
able. 


* * *£ KF 


Throughout our history a gradual 
shift has been taking place in the 


occupations of the people. The pro- 
portion engaged in producing neces- 
saries of life has steadily fallen, more 
and more labor being set free to pro- 
duce advanced commodities and serv- 
ices characteristic of a higher standard 
of living. For a long time this move- 
ment was reflected in a steady expan- 
sion of employment in factory indus- 
tries as well as in distribution and in 
Service occupations, agriculture being 
almost the only branch of industry to 
lose, relatively, in the number of 
workers. For some time after 1920, 
however, the trend toward service 
Occupations was so strong as to bring 
about an absolute reduction in the 
number of factory employes. This 
downward movement has been checked 
during the last three or four years, and 
the number of factory workers em- 
ployed during the fiscal year 1928-29 
Was appreciably greater than during 
th: preceding fiscal year. It is prob- 


able that the census of manufacturers 
covering the calendar year 1929 will 
show more wage-earners in American 
factories than the census of 1925. 
The general increase in the produc- 
tion of farm, factory and mineral 
commodities in the United States 
during recent years, in the face of a 
stationary or even slightly declining 
number of workers in these fields, is 
the effect of steady improvement in the 
efficiency of American industry. This 
advance in efficiency, although possibly 
more marked since the war than before 
it, is nevertheless merely a continuation 
of a long historical process of economic 
advance. Statistics showing the increase 
in output per man in the major 
branches of industry as compared with 
the closing year of the last century, 
and as compared with 1919, were pre- 
sented in the annual report of my 
predecessor for the fiscal year 1927-28 
under the title “Progress in National 
Efficiency.” It was there shown that 
in each of the four branches of agri- 
culture, manufactures, mining, and 
railway transportation the amount of 
product or service turned out per man 
during 1927 was from about 50 to 
over 100 per cent. greater than it had 
been less than three decades earlier. 
The data for 1928 show a further gain. 
The high activity of business in the 
last fiscal year was accompanied by no 
general upward trend of prices. The 
steadiness of price levels, which has 
been characteristic now of a very con- 
siderable period of time, continued. 
The stability of wholesale and retail 
prices since 1922 has been an important 
factor in keeping business steady and 
large. It is a noteworthy fact that the 
extreme monthly range in the move- 
ment of the general wholesale price 
index during the last seven years has 
been only 10 per cent., the highest 
point being in March, 1923, and the 
lowest in May, 1927. The index for 
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the fiscal year 1928-29 taken as a 
whole averaged about 1 per cent. 
higher than for the preceding fiscal 
year and about 5 per cent. lower 
than for the year 1925-26, which had 
shown the highest annual average since 
the depression period. 


* * * * 


IMPROVEMENT IN AGRICULTURE 


There was some improvement in the 
agricultural situation during the fiscal 
year 1928-29, viewing the industry as 
a whole. Legislation creating the Fed- 
eral Farm Board was an important 
step forward to facilitate distribution of 
agricultural products and thereby to 
aid the farmer. With an increase of 
2 per cent. over the year ended 
June 30, 1928, the gross income from 
farm products (after deducting the 
value of crops fed or used for seed) 
totaled $12,527,000,000, the largest, 
except for 1925-26, since 1920-21, and 
approximately one-third more than in 
1921-22. If allowance is made for the 


buying power of money, the value of 
agricultural production in 1928-29 was 


larger even than in 1920-21. The in- 
crease over the preceding year was 
the result of larger receipts from live- 
stock and livestock products. Producers 
of grain and vegetable products, par- 
ticularly those growing wheat and 
potatoes, received smaller gross income 
than in the fiscal year preceding, but 
producers of cotton, the principal cash 
crop of the South, had about the same 
income as the year before, the increased 
output being about offset by decreased 
prices. 

Building construction, considered as 
a whole, is one of the few branches of 
business which was less active in 
1928-29 than the year before. The 
decline was slight, amounting to 3 
or 4 per cent. in the floor space of 
buildings for which contracts were 
awarded and to 5 per cent. in the 
value of construction contracts for 
buildings and public works. Moreover, 
the decline was confined largely to 
residential buildings, the contracts for 
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commercial, industrial, and public 
buildings showing a considerable in- 
crease. 

* * * ke * 


The net operating income of Class I 
railways (which represent about 98 per 
cent. of the total railway business) dur- 
ing the fiscal year ended June 30, 1929, 
was the largest ever reported, exceeding 
the figure for the preceding year by 20 
per cent., and the figure of 1926-27 by 
7 per cent. The gain over 1927-28 was 
due partly to the large traffic and partly 
to economy in operation as the result 
of which expenditures increased very 
little while gross revenues rose materi- 
ally. The volume of freight traffic 
handled (ton-miles of revenue freight) 
from January to June, 1929, was larger 
than in the first half of any other year 
on record. For the entire fiscal year 
the ton-mileage was 6.4 per cent. more 
than in 1927-28, although slightly less 
than in 1926-27, when traffic had been 
swollen by the large coal movements 
resulting from the strike of the British 
miners and from other causes. 


* * * *& 


FOREIGN TRADE 


A general discussion of the recent 
trends of American foreign trade is 
presented in a separate section of this 
report. During the fiscal year 1928-29, 
export trade, when adjustment is made 
for changes in prices, was greater than 
in any previous fiscal year of our his 
tory and 10 per cent. larger than in 
1927-28. The increase in sales abroad 
was shared by all the economic groups 
except that of crude foodstuffs, but a 
large part of the total gain was in 
exports of various advanced manufac- 
tures. The total value of our foreign 
sales of the group of finished manufac: 
tures reached more than $2,500,000,- 
000, showing an increase of 22 per 
cent. over 1927-28. The volume of 
imports tends to be high in times of 
prosperity and low in times of depres 
sion. The value of our purchases 
abroad during the last few years, how: 
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ever, has been much affected by a 
downward trend in the prices of sev 
eral major import commodities. That 
value in the fiscal year 1928-29 was 
3 per cent. greater than the year 
before, but, taking account of price 
changes, it is estimated that the imports 
increased about 9 per cent. 

The exports of the United States 
during the fiscal year just closed were 
almost two and one-half times as great 
in value as the annual average for the 
five years preceding the World War. 
Although a large part of this increase 
is due to higher price levels, the quan- 
titative gain has been not far from 
90 per cent. In each of the last 
eight fiscal years, with the exception of 
1927-28, when there was practically no 
change, our export trade, adjusted to 
eliminate the effect of price variations, 
has shown an increase over the year 
preceding, and in most years the gain 
has been large. In quantitative terms, 
our foreign sales in 1928-29 were about 
45 per cent. larger than in 1921-22. 

Our exports are now much greater 
than those of any other country of the 
world. Exports of domestic commodi- 
ties in 1928-29 exceeded the corre- 
sponding figure for the United Kingdom, 
which stands second, by 49 per cent., 
while aggregate exports, including re- 
sales of imported articles, exceeded those 
of that country by 31 per cent. 

The expansion of American foreign 
trade, however, has been by no means 
one-sided. Imports have grown, broadly 
speaking, even more than exports. In 
terms of dollar value, the imports of 
1928-29 exceeded those of the average 
pre-war year by 154 per cent. as 
against a gain of 148 per cent. in ex- 
ports. As compared with the fiscal 
year 1921-22, the increase in value 
was 65 per cent. for imports and 43 per 
cent. for exports, this conspicuous dif- 
ference being due to the fact that a 
business depression, such as that of 1921, 
normally cuts down imports much more 
than it does exports, so that the import 
iu: of eight years ago was abnormally 
Ow. \ 

The increase in exports of finished 
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manufactures as compared with 1927-28 
was distributed among many individual 
commodities but was most conspicuous 
in articles made chiefly of metal. For 
the first time, the value of exports of 
automobiles (including parts and acces- 
sories) and of machinery both crossed 
the half-billion line, the former reach- 
ing $591,000,000 and the latter $563,- 
000,000. Our foreign sales of auto- 
mobiles showed the extraordinary rela- 
tive gain of 39 per cent., while the in- 
crease for machinery was 21 per cent. 
Exports of the heavy products of iron 
and steel (part of which fall in the 
group of finished manufactures and 
part in semimanufactures) were nearly 
26 per cent. greater in value than the 
year before. 

The increase in advanced articles of 
iron and steel was 19 per cent. Other 
classes of finished manufactures showing 
very decided increases in value of ex- 
ports include refined petroleum prod- 
ucts, cotton manufactures, chemicals, 
paints and varnishes, tobacco manufac- 
tures, rubber manufactures, paper and 
manufactures thereof, and advanced 
wood manufactures. 

The great expansion of American 
exports of manufactured goods as com- 
pared with pre-war years has not been 
at the expense of foreign sales of Amer- 
ican farm products. There has, of 
course, been a decline in our agricul- 
tural exports from the peak reached 
during and immediately after the war, 
when the output of European farms 
was greatly cut down and when short- 
age of shipping limited Europe’s pur- 
chases of foodstuffs from markets more 
distant than North America. Never- 
theless we are selling abroad today farm 
products to a value about 80 per 
cent. greater than during the average 
year from 1910 to 1914, and even after 
eliminating the effect of price advances 
the gain is approximately 20 per 
cent. ‘The United States has thus 
shown itself able to maintain, if not 
increase, its normal share of world 
trade in foodstuffs and other farm 
products even in the face of the marked 
agricultural development in such coun- 
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tries as Canada, Argentina and Aus- 
tralia. 

The changes in the geographic dis- 
tribution of our export sales during the 
fiscal year just closed were for the 
most part in the same direction as those 
of other recent years. Exports to 
Europe increased by only 3. per 
cent., partly by reason of the actual 
decline in sales of grain to that conti- 
nent, while to all the rest of the world 
we sold 16!4 per cent. more (in value) 
than in 1927-28. The continent show- 
ing the greatest increase was Asia, 
204 per cent., but to no great trade 
region outside of Europe was the in- 
crease less than about 11 per cent. 

It is to be expected that, as manu- 
factured goods become more important 
in our foreign sales, the gain in exports 
should be chiefly in trade with coun- 
tries as yet little developed in manu- 
facturing industries. Europe was for- 
merly by far the largest buyer of 
American exports, because at that 


time foodstuffs and raw materials were 
by far the major factors in our sales 


abroad. The proportion of our ex- 
ports taken by Europe had gradually 
fallen for a long time before the war, 
but during the period 1910-14 that 
continent still took almost exactly five- 
eighths of the total, 62.3 per cent. In 
1928-29 the proportion was four- 
ninths or 44.6 per cent. Whereas our 
sales to Europe during the last fiscal 
year were 78 per cent. greater in value 
than during the average year imme- 
diately before the World War, our 
sales to the rest of the world have risen 
from $816,000,000 to $2,977,000,000, 
or by the remarkable ratio of 265 per 
cent. The gain has been notable in sales 
to all non-European continents and 
countries, bu the greatest relative in- 
crease has been in exports to Asia, 
which took more than five and one-half 
times as much in value last year as be- 
fore the war. 
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Notwithstanding the fact that Europe 
exports chiefly manufactured goods of 
which the United States itself is a 
great exporter, the sales of European 
countries to us have increased more as 
compared with pre-war years than their 
sales to other parts of the world. Thus 
the five leading European participants 
in the World War, the United King- 
dom, Belgium, France, Italy, and Ger- 
many, in 1927 sold goods to the United 
States to a value 50 per cent. greater 
than in 1913, but their exports to other 
countries were only 27 per cent. greater, 
the increase being less than the advance 
in commodity prices. 

Moreover, the very great growth of 
the purchases of the United States 
from those countries, which produce 
chiefly foodstuffs and raw materials, 
has been of marked indirect advantage 
to the industrial countries of Europe. 
If one combines the exports statistics 
of a group of ten countries comprising 
Argentina, China, British India, Cey- 
lon, British Malaya, Netherland East 
Indies, Australia, New Zealand, Egypt, 
and the Union of South Africa, he 
will find that their sales to the United 
States in 1913 were valued at $200,000,- 
000, whereas in 1927 the total was al- 
most $900,000,000, or four and one-half 
times greater. Meantime their exports 
to the rest of the world (although still 
in the aggregate much larger than to the 
United States) had increased only 62!/ 
per cent. This immense gain in their ex- 
ports to the United States has benefited 
many European investors, who are inter- 
ested in enterprises of production and 
transportation in these countries. More- 
over, our purchases of such commodities 
as rubber, tin, silk, wool, hides and skins, 
varnish gums, semitropical fabrics, and 
oilseeds and oils have greatly increased 
the buying power of countries of this 
sort for manufactured goods from 
Europe as well as from America. 





Foreman-State Banks in New Home 


and the Foreman-State Trust And 
Savings Bank, which form the 
third largest banking group in Chicago, 
have moved to their new building at 
LaSalle and Washington streets, where 
they opened for business on December 
16. The building is known as the 
Foreman-State National Bank Building 
The banks are a consolidation of the 
State Bank of Chicago with the Fore- 
man National Bank and the Foreman 
Trust And Savings Bank. The com- 
bined banks have resources in excess of 
$220,000,000. With their securities 
affiliate, the Foreman-State Corporation, 
they represent a consolidation of two 
of the oldest financial institutions in 
Chicago. The executive officers are 
Oscar G. Foreman, chairman of the 
executive committee; Harold E. Fore- 
man, chairman of the board of direc- 
tors; Oscar H. Haugan, vice-chair- 


[| Foreman-State National Bank 


man; and Walter W. Head, president. 


Gerhard Foreman is president of the 
Foreman-State Corporation. 
Vice-presidents of the Foreman-State 
National Bank are: Walter J. Cox, 
executive vice-president; George H. 
Neise, Alfred K. Foreman, Gerhard 
Foreman, Percival W. Trudeau, C. 


Edward Carlson, Edwin G. Foreman, 
Jr., Frank B. Woltz, Fred H. Carpen- 
ter, Austin J. Lindstrom, J. E. Sullivan, 
H. T. Spiesberger, Oscar F. Meredith, 
C. Ray Phillips, Andrew F. Moeller, 
vice-president and cashier; Thomas G. 
Johnson, W. F. Copeland, Jevne 
Haugan, Charles A. Burns, Richard G. 
Jones, Gaylord S. Morse, Tryggve A. 
Siqueland and Fred A. Rozum. 

The vice-presidents of the Foreman- 
State Trust And Savings Bank are: 
Walter J. Cox, executive vice-president; 
Gerhard Foreman, George H. Neise, 
Alfred K. Foreman, Edwin G. Foreman, 
Jr., Morris E. Feiwell, C. Edward Carl- 
son and John F. Phillips. The vice- 
presidents of the trust department are: 
William C. Miller, Charles A. Me- 
Donald, Anan Raymond, Neil J. Shan- 
non, John W. Bissell, vice-president and 
secretary; Edwin C. Crawford, Louis 
W. Fischer and Harvey J. Carson. The 
vice-presidents of the real estate loan 
department are Jevne Haugan, Charles 
T. Rothermel and Frank J. Klauck. 
The vice-presidents of the savings de- 
partment are E. L. Jarl and Marshall 
J. Fletcher, vice-president and cashier. 

More than 1000 employes have as- 
sumed their duties in the new forty- 


"xecutive heads of the Foreman-State National Bank of Chicago, from left to right: Oscar 
G. Foreman, chairman of the executive committee; Harold E. Foreman, chairman of 
the board of directors; Oscar H. Haugan, vice-chairman; and Walter W. Head, president. 
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story bank building. The entire per- 
sonnel of the consolidating banks was 
absorbed in the unification. 

The banks occupy ten floors, including 
the one under the main lobby of the 
building, in which the vault quarters 
are located, and the thirty-eighth floor 
of the tower. 

The banking floor, finished in a 
modern adaptation of classical design, 
is one of the largest in the country, 
measuring the full length and width of 
the building. It is finished in Taver- 
nelle marble imported from Italy, with 
a rouge royale trim. The fixtures are 
of modern decorative wrought bronze. 

The first floor is occupied by the real 
estate loan and savings departments. 
All commercial departments are on the 
second floor, the principal banking floor. 
Foreign and credit departments are on 
the third, and the accounting staff is 
on the fourth. 

A financial and statistical library, one 
of the most complete in the country, is 
located on the fifth floor. The Fore- 
man-State Corporation has taken over 
the sixth, and the trust department occu- 
pies the seventh and part of the eighth 
floors. Auditing and _ miscellaneous 
offices also are on the eighth floor. 

Special conference rooms and a di- 
rectors’ meeting room are on the thirty- 
eighth floor of the tower. In addition 
to the vault containing 40,000 boxes, a 
lounge room and conference rooms are 
located below the main lobby of the 
building. 

The State Bank was founded fifty 
years ago by Helge A. Haugan and 
John R. Lindgren, private bankers. 
They established their business in 1879 
in La Salle street near Washington 
street. In 1884 they moved to larger 
quarters at La Salle and Lake streets. 
Their bank was incorporated in 1891 
with deposits of $831,000. The sum 
had grown to more than $64,000,000 
when the consolidation with the Fore- 
man National Bank and the Foreman 
Trust And Savings Bank was an- 
nounced. 

Oscar H. Haugan, son of the founder 
of the State Bank of Chicago and vice- 


chairman of the board of the consoli 
dated banks, was for several years 
consul for Norway for Illinois, Michi- 
gan, and Wisconsin. In recognition of 
his services he was decorated by the 
king of Norway as a Knight of St. Olav 
of the first order. 

The Foreman banks were founded in 
1862 by Gerhard Foreman who came 
to America from Darmstadt, Germany. 
He settled in Delphi, Ind., in 1853 and 
moved on to Chicago in the early 60s. 
The modest bank which he founded 
sixty-seven years ago was incorporated 
as a state institution in 1897 with de- 
posits of $977,000. This sum had 
reached more than $115,000,000 at the 
time of consolidation. 

The first Foreman Bank was located 
on Clark street until it was destroyed 
by the Chicago fire. After the fire a 
temporary bank was opened on the 
border of the charred ruins of Chicago 
in Wabash avenue near Eighth street. 
Shortly thereafter the bank was moved 
to Washington street near the present 
site of the Conway Building and it has 
remained in that neighborhood ever 
since. 

Oscar G. Foreman, chairman of the 
executive committee of the consolidated 
banks, is the son of the founder. Harold 
E. Foreman, chairman of the board, 
represents the third generation of the 
family in the banks as do Alfred K. 
Foreman, Gerhard Foreman and Edwin 
G. Foreman Jr. 

The Foreman-State National Bank 
and the Foreman-State Trust And Sav- 
ings Bank, co-incident with the opening 
of their new quarters in their forty- 
story building at La Salle and Washing- 
ton streets, announced organization of 
the Foreman-State Corporation, their 
securities affiliate. 

The Foreman-State Corporation will 
handle industrial, municipal and public 
utility financing. A branch office has 
been opened at 52 Wall street in New 
York City. Gerhard Foreman is presi- 
dent of the Foreman-State Corporation. 

“We have completed the organization 
of a well rounded investment house 
equipped to serve diverse corporations 
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and the investing public,” Mr. Foreman 
said. “The heritage of experience, 
prestige and good-will of the consoli- 
dated banks with which the Foreman- 
State Corporation is identified is passed 
in full measure to this corporation. 

“We open our doors with extensive 
interest throughout the East and Middle 
West and we look forward to bringing 
to Chicago an even greater share of the 
investment securities business which has 
expanded so tremendously here during 
the last few years.” 
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The stock of the Foreman-State Cor- 
poration is held in trust by the bank for 
stockholders of the bank. 

The vice-presidents of the securities 
afhliate are Robert B. Whiting, Edwin 
M. Stark, Harold E. Wood, Boudinot 
Atterbury, John W. Ogden, D. T. 
Richardson, and Joseph F. Notheis. 
John J. Burns is second vice-president, 
Gordon W. Blair, secretary-treasurer; 
and Lambert J. Mullin, assistant treas: 
urer. 


Wisconsin Bankshares Corporation Organized 


ration, $100,000,000 bank stock 

holding company for Wisconsin 
and northern Michigan, has been in- 
corporated in Madison, Wis., as a gen- 
eral Wisconsin holding corporation. The 
organization is headed by the First Wis- 
consin National Bank of Milwaukee, 
and Walter Kasten, president of the 
First Wisconsin National, is president 
of the new company. 

The articles of incorporation provide 
for a holding company with broad and 
general powers to conduct a banking, 
trust and investment business. They pro- 
vide for 10,000,000 shares of common 
stock of $10 par value. It is understood, 
however, that between 8,000,000 and 
9,000,000 will be issued to ‘effect the 
exchange with the afhiliated banks and 
to have a substantial amount for public 
offering. A block of 1,000,000 shares 
will be held for future expansion. 

In addition to the First Wisconsin and 
its affliated institutions, the group in- 
cludes the Badger State and the East 
Side Bank in Milwaukee, and seven 
banks in the state: The First National 


T= Wisconsin Bankshares Corpo- 


of Oshkosh; the First Fond du Lac Na- 
tional; the First National of Berlin; the 
Bank of Wisconsin at Madison; the 
First National of Menomonie; the Union 
National of Eau Claire, and the Secur- 
ity Bank of Oshkosh. 

Louis Schriber, president of the First 
National of Oshkosh, and Fred K. Mc- 
Pherson, vice-president of the First Wis- 
consin, were elected vice-presidents of 
the Bankshares Corporation. Edward A. 
Bacon, vice-president of the First Wis- 
consin, was chosen vice-president and 
treasurer of the new company. Other 
officers were W. H. Correll, secretary, 
and Francis W. Dickey and Charles M. 
Scudder, assistant cecretaries. 

Thirty bankers and business men were 
elected to the board of directors, twenty- 
three of them being Milwaukeeans and 
seven from various cities in the state. 

The executive committee was cho-en 
as follows: Walter Kasten, Louis Schrib- 
er, Leo T. Crowley, Henry M. Thomp- 
son, Albert C. Elser, Ernest J. Perry, 
Fred T. Goll, L. J. Petit, Joseph E. 
Uihlein, Fred Vogel, Jr., and John J. 
O'Connell. 





American Express to Organize Trust 
Company 


HE American Express Company, 
which became affiliated with the 
Chase National Bank of New 
York last year, after having disposed of 
its express business, is planning to estab- 
lish a bank and trust company in New 
York to be known as the American Ex- 
press Bank and Trust Company. 

Application will be made for a trust 
company charter under the New York 
law, and it is expected that the new in- 
stitution will begin business early in 
April, 1930, with a paid in capital of 
$10,000,000 and surplus and organiza- 
tion reserves of $6,000,000. Its princi- 
pal office will be in the American Ex- 
press Building at 65 Broadway. 

Initial capital will consist of 100,000 
shares of the par value of $100 each. 
The subscription price will be $160 per 
share, or a total of $16,000,000 to be 
paid in. 

There will be no offering of stock to 
the general public. American Express 
Company will subscribe to at least 54 
per cent. of the stock, 10 per cent. will 
be reserved for subscription by the officers 
and directors, and 36 per cent. will be 
offered to American Express stockhold- 
ers in the ratio of one share of new bank 
stock for each five shares of American 
Express stock. 

The board of directors will include: 
Joseph F. Abbott, president, Ameri- 
can Sugar Refining Co.; Martin J. 
Alger, president, Merchants Despatch 
Transportation Co.; William D. Bald- 
win, chairman, Otis Elevator Co.; F. 
Higginson Cabot, Jr., vice president, 
Stone & Webster, Inc.; William C. 
Dickerman, president, American Loco- 
motive Co.; Frederic W. Ecker, as- 
sistant treasurer, Metropolitan Life In- 
surance Co.; William B. Given, Jr., 
president, American Brake Shoe & 
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Foundry Co.; Paul L. Haid, president, 
American Eagle Fire Insurance Co.; 
William T. Hoops, president, L. C. L. 
Corporation; Arthur F. Lafrentz, first 
vice-president, American Surety Co.; 
Frank A. Merrick, president, Westing- 
house Electric & Manufacturing Co.; 
Bernon S. Prentice of Dominick & 
Dominick; John W. Prentiss of Horn- 
blower & Weeks; Charles S. Sargent 
of Kidder, Peabody & Co.; Frederick 
P. Small, president, American Express 
Co., and Graham C. Woodruff, chair- 
man, United States Freight Co. 

The president, official staff and ad- 
ditional directors will be announced 
later. 

According to the plan of affiliation 
announced last April, shareholders of 
the American Express Company re- 
ceived the opportunity of exchanging 
their shares for shares of the Chase 
National Bank in the ratio of five 
shares of new Chase bank stock for 
each three shares of American Express 
deposited. 

The results of the trade-in are under- 
stood to have placed a substantial ma- 
jority of the American Express stock 
in the hands of the Chase Securities 
Company,’ securities affiliate of the bank. 
As a result the stock in the new trust 
company which is to be offered to 
American Express stockholders will be 
largely subscribed for by the Chase. 

The establishment of the bank is 
looked upon as a logical development 
in the activities of the American Ex- 
press Company. It is made possible by 
the release early last year of the large 
capital investment which the company 
had in the express transportation busi- 
ness. The express business of the Ameri- 
can Express Company was taken over 
on February 1 of last year by the Rail- 
way Express Agency, Inc, 





National City Bank Sells Stock to 


Employes on Instalments 


N opportunity to subscribe to 
Az" of the stock of the Na- 
tional City Bank of New York 
on an instalment basis will be given to 
more than 13,000 officers and employes 
of the National City Bank and afhliated 
institutions, according to an announce- 
ment by Charles E. Mitchell, chairman 
of the board. The subscriptions will be 
in proportion to the earnings of the sub- 
scribers. The offer is being made, Mr. 
Mitchell declared, as a result of the sug- 
gestion of the Committee of Thirteen, 
representing the staff in the Metropoli- 
tan area. ‘Lhe committee is understood 
to have drawn up the plan which was 
approved in detail by the board of di- 
rectors of the National City Bank of 
New York, the National City Company 
and the City Bank Farmers Trust Com- 
pany. 

The last previous offer of stock to em- 
ployes and officers was made in Decem- 
ber, 1924, at which time the bank’s per- 
sonnel totaled about 6000. Subscriptions 
for 20,000 shares were received at that 
time. The present offer is expected to 
result in subscriptions to about 45,000 
shares. 

Mr. Mitchell’s announcement reads 
as follows: 

“At the suggestion of the Committee 
of Thirteen, representing the staff at 
head office, an instalment payment stock 
purchase plan has been developed under 
which all members of the operating staff 
of the National City organ‘zation (other 
than such officers as are also directors of 
the National City Bank of New York, 
the National City Company or the City 
Bank Farmers Trust Company) will be 
offered the opportunity to subscribe for 
shares of stock of the bank, in moderate 
amounts, proportionate to their salaries 
anc means, and to pay for the same over 
a pcriod of four years, at a price of 

a share, which price will be made 


possible by contributions from the affil- 
iated institutions. 

“The plan has been approved by the 
board of directors of the National City 
Bank of New York, the National City 
Company and the City Bank Farmers 
Trust Company, respectively. 

“Subscriptions from members of the 
staff and officers at home and abroad 
will be received by the trustees of the 
regular officers’ and employes’ stock 
trust to the extent of the limited amount 
of stock available. No one is urged to 
subscribe, although the advantage to 
the institution in the exercise of a char- 
acter of thrift that stimulates loyalty and 
effort is recognized. No one will be al- 
lowed to subscribe for more stock than 
it is prudent for him or her to agree 
to take and pay for within four years. 
Subject to this general limitation, any 
member of the operating organization 
whose present annual compensation is 
less than $6000, will be afforded an op- 
portunity to subscribe at $200 a share, 
for not exceeding the number of shares 
which might be purchased with a sum 
equal to 40 per cent. of one year’s com- 
pensation at the existing rate. To pay 
for stock so subscribed, a monthly de- 
duction from salary will be made of 
$4.25 per share for the first thirty-two 
months and $4 per share for the re- 
maining sixteen months of the four-year 
payment period. Such salary deductions 
will begin January 15, 1930. The sub- 
scriber will receive the dividends on the 
shares subscribed for, and the proceeds 
of any “rights” accruing on such shares 
will be applied against the balance due 
on the subscription. At any time after 
January 1, 1932, but not before, any 
such subscriber may pay the balance due 
and take down his stock, provided he 
satisfies the trustees that it is prudent 
for him do so. In the event the sub- 
scriber dies or leaves the service before 
the stock is fully paid for, the amount 


139 





The Magazine of Wall Street’s 
Annual Forecast of 


Business, Finance and 
Investment for 1930 


~— forecast is based on a study of what is ahead and not what is past. 
Stock prices discount future values before the actual facts become known 
to the general public. In order to estimate security prospects and values, 
calculations must be based on probable consumption, not merely production. 


Each important industry will be analyzed so as to give you a clear picture 
of its position and outlook in the business field as well as its investment posi- 


tion. With the review of each group will be presented a list pointing out 


10 OUTSTANDING 
INVESTMENTS 
For 1930 


Securities of some of the sound- 
est companies, representing the 
backbone of the nation have been 
brought down to bargain levels 
—prices that may never be seen 
again. Even at these prices some 
are selling at prices higher than 
a year ago—January, 1929. 


After a careful study of the lead- 
ing industries and a careful 
analysis of their securities, our 
industrial and market analysts 
have selected ten outstanding 
sound companies whose securi- 
ties we believe will offer out- 
standing possibilities for income 
and profit during 1930. These 
recommendations will appear in 
our issue of January lith. 


promising stocks in each industry offering, in our 
opinion, possibilities for income or profit or both. 


We will also give a broad picture of the outlook 
for the entire security market differentiating be- 
tween the outlook for the various groups of bonds, 
preferred stocks and miscellaneous industrial, rail- 
road and public utility securities. From this will 
be obtained a comprehensive view of the position 
of the leading stock market groups. 


Money and Credit 


The coming year promises to be a crucial one in 
credit expansion and in the money market. The 
business man must feel his way cautiously and 
know the extent to which he can extend business 
safely on borrowed capital. The banker must 
know to what extent he can extend this capital to 
the business man. This will be a critical analysis 
and forecast of money and credit conditions of tre- 
mendous help in formulating 1930 plans. 


This annual forecast will be of invaluable aid to 
every business man, banker and investor in 
obtaining a true picture of the probable outlook 
for 1930. 


In addition to all of. the above, many other important special features and security 
analyses together with the regular departments will appear in this issue. 


To be sure of receiving this important January 11th issue, fill out the coupon 
below and mail today. 


Cc. G. WYCKOFF, Publisher 


Mail This Coupon Today. 


THE MAGAZINE OF WALL STREET, 42 Broadway, New York 


You may send me the January llth issue of The Magazine of Wall Street and 
enter my subscription for one year, billing me at the regular price of $7.50. 
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deducted from his salary will be re- 
turned with 5 per cent. interest. 

“Subject to the general limitation of 
prudence, any member of the operating 
organization whose present annual com- 
pen-ation is $6000 or more, but less than 
$10,000 shall have the right to sub 
scribe on the foregoing terms for not 
exceeding the number of shares of stock 
of the bank which might be purchased 
with a sum equal to 50 per cent. of one 
year's compensation at the existing rate, 
or at his option, to make his subscrip- 
tion on the terms provided for those 
whose annual compensation is $10,000 
or more.” 

“Members of the operating organiza- 
tion receiving a present annual compen- 
sation of $10,000 or more, may make 
application for such amount of stock as 
they deem it prudent to agree to take 
at the subscription price of $200 per 
share, but the trustees of the officers’ 
and employes’ stock trust will have the 
right to allot to any subscriber less than 
the amount of stock applied for. Any 
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such subscriber will be required to pay 
an instalment of 6 per cent. of his sub- 
scription on July 1, 1930, and six furth- 
er instalments of 6 per cent. each on the 
first day of each January and July there- 
after to and including July 1, 1933, and 
the balance on January 1, 1934, and 
meanwhile to pay interest semi-annually 
at 5 per cent. per annum on the unpaid 
balance of his subscription. Any of such 
payments may be anticipated at the op- 
tion of the subscriber. Dividends on the 
stock subscribed for will be credited 
against such interest, and the proceeds 
of any “rights” which may accrue on 
such stock will be applied on the bal- 
ance due on the subscription. After Jan- 
uary 1, 1932, but not before, any sub- 
scriber will have the right to pay the 
balance due on his subscription and take 
down his stock. If he dies or leaves the 
service before his stock is fully paid, 
the amount paid by him will be re 
turned with 5 per cent. intere:t, unless a 
different basis of settlement is considered 
equitable by the trustees.” 


Coming Bankers’ Conventions 
AMERICAN BANKERS ASSOCIATION, 


Cleveland, September 29-October 2. Ex- 
ecutive manager, Fred N. Shepherd, 110 East 
42nd street, New York City. 


AMERICAN BANKERS ASSOCIATION 
EXECUTIVE COUNCIL, Old Point Com- 
fort, Va., May 5-8. Headquarters, Chamber- 
lin- Vanderbilt Hotel. Executive manager, 
Fred N. Shepherd, 110 East 42nd street, 
New York City. 


ASSOCIATION OF RESERVE CITY 
BANKERS, Memphis, Tenn., May, 1930. 


DISTRICT OF COLUMBIA BANKERS 
ASSOCIATION, June. Secretary, W. J. 
Waller, vice-president Federal-American Na- 
tional Bank, Washington. 


ILLINOIS BANKERS ASSOCIATION, 
Peoria, June 23-25. Secretary, M. A. Graet- 
tinger, 208 South LaSalle street, Chicago. 


IOWA BANKERS ASSOCIATION, June 
16-1 Secretary, Frank Warner, 430 Lib- 
erty Building, Des Moines. 


M!D-WINTER TRUST CONFERENCE, 
New York City, February 18-20. Head- 
quarters, Hotel Commodore. 


MISSOURI BANKERS ASSOCIATION, 
May 27-28. W. F. Keyser, Sedalia. 


NORTH CAROLINA BANKERS AS- 
SOCIATION, Pinehurst, May 8-10. Secre- 
tary, Paul P. Brown, Raleigh. 


OKLAHOMA BANKERS ASSOCIA- 
TION, May 20-21. Secretary, Eugene P. 
Gum, 907-8 Colcord Building, Oklahoma 
City. 


PORTLAND BANK MANAGEMENT 
CONFERENCE, Portland, Ore., March 5-6. 
General chairman, John N. Edlefsen, vice- 
president West Coast National Bank of Port- 
land. 


SOUTH DAKOTA BANKERS ASSO- 
CIATION, Aberdeen, June 11-13. Secre- 
tary, George A. Starring, City Hall Build- 
ing, Huron. 


TENNESSEE BANKERS ASSOCIA- 
TION, Knoxville. Secretary, H. Grady 
Huddleston, 1015 Independent Life Building, 
Nashville. 


WISCONSIN BANKERS ASSOCIA- 
TION, Milwaukee, June 5-7. Secretary, 


Wall G. Coapman, 717 Caswell Block, Mil- 
waukee. 
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High Speed Stock Tickers Being 
Installed 


ATION-WIDE installation of 
N new high speed stock tickers 

has been inaugurated by West- 
ern Union Telegraph Company in re- 
sponse to the demands of business men, 
brokers and the public for quotation 
service to keep pace with the 6,000,000 
and 8,000,000 share trading days. The 
installation is a $4,500,000 program. 

The first of the high-speed tickers 
are being installed in the financial dis- 
trict of New York City but, while 
capable of writing 500 characters a 
minute, are being operated at the same 
speed as the old ones until all of the 
old tickers in the country have been 
replaced. Some 3000 new tickers are 
being installed on Western Union 
circuits in New York City, and it is 
estimated that the work will take about 
four months. Six months longer will 
be necessary, it is thought, to complete 
the work in the balance of the country. 

New transmitting offices, to be 
operated separately from the. old ones, 
have been installed at 40 Broad street, 
Western Union’s downtown New 
York quotation sending office, and at 
24 Walker street, from which the rest 
of the country is setved and a complete 
emergency transmitting plant is held in 
reserve. 

As circuits are shifted nightly from 
the old to the new system, the number 
of tickers receiving quotations from the 
old system will decrease and those from 
the new will increase. until the final 
one of the 400 New York circuits is 
cut over. 

Necessity of duplicating service dur- 
ing the conversion will require the 
setting up of separate main line wires 
to each point having ticker service with 
the exception of smaller towns with 
only one circuit where the substitution 
can be made overnight. Twenty-one 
thousand miles of city-to-city wire are 
required to operate Western Union 


tickers in the New York stock service. 
The cost of new wire construction 
made necessary by this change in the 
type of tickers will be approximately 
$600,000. 

Nine cities where operators have re- 
transmitted quotations over wide areas 
in the past will be made automatic 
repeater points, eliminating even 
momentary delays. These are Rich- 
mond, Atlanta, Cleveland, St. Louis, 
Dallas, Minneapolis, Denver, Los 
Angeles and Portland. 

The cost of Western Union’s new 
tickers alone will be over $2,500,000. 
They provide for speedier, more con- 
sistent service. 

The old tickers were operated by 
current sent over two-line wires while 
part of the mechanism of the new 
ticker is operated by an electric motor 
on the ticker, thus requiring only one 
transmitting wire. Line interruptions 
to old tickers resulted in an average 
loss of 250 characters because the ticker 
was thrown out of synchronism. 
Brokers and stocktraders will be de- 
lighted to learn that failure of an im: 
pulse to operate the new mechanically- 
operated ticker will result in the loss 
of only a few characters and some 
times in the loss of but one character. 

For three years engineers of the 
Western Union, New York Stock Ex- 
change, and the Teletype Corporation 
of Chicago, manufacturers and de- 
velopers of printins telegraph appa- 
ratus, made plans, built models, con- 
ducted series of tests and are now 
prepared to place the final design in 
service. 

The New York Stock Exchange 
furnishes ticker service only to its 
members in New York City below 
Chambers street. Western TJnion 
operates all other tickers in New York 
and also throughout the entire United 
States and Canada. 
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Two views of the newly 
opened branch of the 
Cleveland Trust Com- 
pany, Cleveland, Ohio, 
in the Medical Arts 
Building. The walls and 
ceiling are of paneled, 
carved English oak and 
the floor is of Roman 
Travertine marble. <A 
fireplace occupies one 
end of the main bank- 
ing room. 


THE BANKERS MAGAZINE 








Banking Changes to Model A 


HEN color came into the kitch- 

en, it brought home to the 

average man and woman the 
fundamental change that had been rev- 
olutionizing industry for some time. 
The trend from mere mass production 
to a combination of beauty and utility 
made itself felt. 

Banking, of course, is the great strong- 
hold of conservatism and orthodoxy. 
Iron bars, bronze fixtures and marble 
have always been regarded as the essen- 
tial equipment of a financial institution. 
Proper protection demanded it and it 
always connoted strength and safety. 

But the banker of this day has been 
impressed with the desirability of chang- 
ing his architectural ideas from Model 
T to Model A. His advertising, mer- 
chandising and selling have wooed and 
educated a public that has come to ex- 
pect the same warmth of reception in the 
bank itself. Notions of safety only by 
means of grilled tellers’ windows are 
giving way to the successful use of cage- 
less counters. 

And of course all this has led, as it al- 
ways does, to extremes. Bizarre, fantas- 
tic, modernistic and Germanic “setback” 
influences are everywhere evident in new 
bank structures. The criticism in one 
place may be that the banking room is 
so lavish and aristocratic that the awe- 


stricken man in overalls fears to enter. 

An example of a happy medium is the 
newest banking office of the Cleveland 
Trust Company (its fifty-eighth), which 
has the atmosphere of a modern living 
room. Here two-story leaded studio win- 
dows with heavy wine-colored drapes and 
a glowing fireplace carry out the effect. 
Quiet good taste is reflected in the 
beamed ceilings and paneled walls of 
carved English oak. The only marble is: 
in the floor. Bronze is noticeably absent. 
Another fireplace is located in the lobby 
of the safe deposit department and this 
too gives the illusion of burning logs 
The harmonious furniture was designed 
by a leading firm of interior decorators. 
The cageless counters, unobtrusive, have 
small wrought-iron bars for protection. 
Three huge electric chandeliers light the 
interior. 

The whole effect is one of a modern 
living room interior or country home 
rather than the conventional banking 
room. 

Obviously not every neighborhood 
would warrant quite the same sort of 
bank interior. But certainly a modicum 
of this home-like atmosphere could be 
provided and is being provided as banks 
everywhere realize the value of such 
surroundings for the effect on customers. 

Yes, banking is changing to model A- 


First Bank Stock Corporation Enters Com- 
mercial Finance 


HE activities of the First Bank 
Stock Corporation, of Minneap- 
olis and St. Paul, are to be ex- 
tended into the commercial financing 
field, according to an announcement 
by George H. Prince of St. Paul, presi- 
dent of the corporation. The corpora- 
tion has purchased. the Lumbermen’s 
Acceptance Corporation of Chicago 
and changed its name to the First 
Acceptance Corporation. Executive 
ofices are to be transferred from 
Chicago to St. Paul and the new sub- 


sidiary will supplement the services 
extended by the group of seventy-seven 
banks controlled by the holding com- 
pany in the Ninth Federal Reserve 
District. 
' The First Acceptance Corporation, 
according to the announcement, will 
supply credit needs of the Northwest 
in fields which cannot be met by regu- 
lar trust and banking facilities. 

L. M. Lilly, a brother of Richard C. 
Lilly, president of the First National 
Bank of St. Paul, is president. 
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Machine Signs 7500 Checks Hourly 


CCORDING to estimates made 
A» the Todd Company, a total 
of 71,424,222 checks were signed 
during the year just past by the Todd 
Check Signer, a machine that will sign 
7500 checks in an hour, as compared 
with the 300 which an individual can 
sign. 

The check signer is a miniature offset 
press and is made in two sizes—a 
standard six-unit for large payroll or 
dividend use, which writes checks in 
sheets of three, four, five or six, and 
the single-voucher unit, devised for 
smaller issues of checks, which signs in 
singles, doubles or vouchers. The signa- 
ture impression and autograph and 
forgery-prevention background, all com- 
bined in a single design, are made by 
offset lithography. The signature de- 
sign plates come in contact with a 
rubber blanket which transfers their re- 
versed impression in positive form to 


the check, a process which contributes 
to the safety of the method. 

As it is operated by an electric motor. 
the check signer requires the attention 
of only one employe and the official 
who previously signed the checks by 
hand can now merely see that the 
machine is started and stopped. 

Checks are inserted in unperforated 
sheets and come out on the other side 
of the machine signed, separated and 
numerically stacked. For the protec- 
tion of the bank or company using the 
machine, there may be two locks on 
the machine, one executive and the 
other departmental, and the machine 
cannot operate without both being un- 
locked. As a further precaution a 
meter registers the number of checks 
which pass through the machine each 
day and this number must coincide with 
the serial numbers of the checks sent 
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The Todd check signer in use in the Connecticut Mutual Life Insurance Company. 








Examples of Recent Bank Building 
Operations 





New home of the Sussex County Trust Company, Franklin, N. J. Tilghman 
Moyer Company, of Allentown, Pa., were the architects for the. building. 
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New banking lobby of the Fifth Third Union Trust Company, Cincinnati, Ohio, as 
it will appear when enlarging and remodeling are completed. 
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showing the 

modernized colonial banking screen. The upper screen is of wrought iron. Remodel- 

ing of the building, which formerly contained four small stores, was planned by 
Holmes & Winslow, bank architects of New York. 


me 


Officers’ quarters of the Caleb Heathcote Trust Company, Scarsdale, N. Y. 





The main banking room in the Union Trust Company of Detroit, showing Monel metal 
counter screen, check desks and entrance screen, executed by the Gorham Company of 
Providence, R. I. 





The Modern Bank Dresses Up 


Financial Institutions Begin to Recognize the Business Value of 


a Friendly, Attractive Atmosphere § 


S new construction throughout 
A« country emphasizes the mod- 
ernistic influence on present-day 
architecture, it is significant that a field 
so traditionally conservative as banking 
furnishes some of-the most noteworthy 
examples of the strength of this tread 
in both exterior and interior treatments. 
The modern bank has begun to dress 
up and has doffed that citadel-like grim- 
ness sO long such a characteristic feature. 
It is brighter and more cheerful than 
formerly and has become less formidable 
looking and more friendly, indicating 
that the banker as well as the merchant 
has learned the business value of an at- 
tractive appearance and a pleasant at- 
mosphere. Bright colors have replaced 
dull and in ornamental detail there is 
an increasing use of white metals in- 
stead of dark bronzes. 

Many examples might be given of the 
liberty which the modern school has 
taken with the counting-room drabness 
of a more sedate but duller era. From 
coast to coast it is reflected in the hand- 
some new structures which have been 
erected in cities both large and small as 
tributes to the tremendous economic 
progress of America within recent years. 
Outstanding among such, of course, is 
the Union Trust Building in Detroit, 
upon which widespread attention has 
been focused since its completion sever- 
al months ago. 

There are others, however, equally in- 
teresting but on a smaller scale. Two 
of these are the Integrity Trust Com- 
pany office in Philadelphia and the home 
of the new Broadway National Bank 
and Trust Company at Fifth avenue and 
29th street, New York. Both are typical 
of the many opportunities offered by the 
newer styles in decoration. 

In the Integrity Trust Company of- 
fice, Paul Phillipe Cret has combined 
the -olor contrasts of rich bronze and 


silvery Monel metal with striking novel- 
ties in design that illustrate the effective- 
ness of the modern idea in providing a 
cheerful, attractive, interior. An out- 
standing feature of this office is a huge 
check desk, circular in design, which 
combines the two contrasting metals, 
with a tall tower of glass in the center 
that gives to the whole the appearance of 
a sparkling fountain that captures and 
reflects each ray of light, making it dom- 
inate the entire interior in a novel man- 
ner. 

This fountain is centered in an octag- 
onal space about which are ranged the 
tellers’ windows and banking counters 
The same motif is followed throughout 
the office, with colored marble forming 
a background into which the metal and 
glass blends readily. 

The counter screens are of plate glass 
with ‘bronze uprights.. The wickets are 
ot bronze and Monel metal. On the 
whole-the effect of Mr: Gret’s designs 
and their execution is to substitute an 
inviting friendliness for,the defensive 
atmosphere characteristic’f more for- 
midable treatment of bank interior by 
the older school. 

Somewhat different, but equally effec- 
tive, is the office of the Broadway Na- 
tional Bank and Trust Company. A 
novel and thoroughly modern entrance 
is provided by a facade of natural finish 
bronze with Monel metal trim. The 
doors are of bronze with etched Monel 
panels designed by Louis H. Friedland, 
of New York. 

Inside the metal work is of oxidized 
bronze, with Monel metal trim, so 
treated as to carry out the same theme 
of brightness and coior displayed in the 
Integrity Trust Company and the Union 
Trust Company. The counter screens 
are of clear plate glass with oxidized 
bronze supports and Monel cornices, the 
treatment of the wickets being Monel 
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An atmosphere of friendly cheer is given the entrance to the Broadway National 
Bank and Trust Company, New York, by a facade of natural finish bronze with 
Monel metal trim and bronze doors with Monel metal panels. 
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Interior door of Monel metal in the Broadway National Bank and Trust Company, 
New York, executed by the Superb Bronze and Iron Company, Inc., with etching 
by the Etched Products Corporation. 
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Interior of the Broadway National Bank and Trust Company, New York, showing 
ornamental grille of Monel metal over mezzanine casements and bright treatment 
of counters and counter screens. 
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Check desk in the Integrity Trust Company, Philadelphia, designed by Paul Phillipe 
Cret and executed by the William H. Jackson Co. 
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Center check desk at the Broadway National Bank and Trust Company, New York, 
showing combination of Monel metal with bronze and glass. 


metal. The lower portion of the bank- 
ing screen and counter has a black and 
gold base with black and gold marble 
counter, the panels being inlaid veneered 
walnut with a natural finish. The col- 
umns and pilasters of the room are black 
and gold marble and walls are traver- 
tine. The ceiling is coffered and the or- 
namentation and decoration is carried 
out in a simplified modernistic design. 
The lighting fixtures are of nickel sil- 
ver trim with opaque glass and of mod- 
ernistic design. In keeping with this are 
the Monel grilles in the openings pierc- 
ing the wall o fthe mezzanine at the 
rear of the bank. On the south side of 
the bank an entram:e door has been pro- 
vided to the main vestibule of the build- 
ing, the trim around it being black and 


gold marble and the door being flush 
type of Monel metal etched in an ap- 
propriate design. 

Here, too, a novel feature has been 
Mr. Friedland’s treatment of the check 
desks. These are of Monel metal, topped 
with glass, and with supports of oxi 
dized bronze trimmed with Monel metal. 
Two of the desks are placed against the 
side walls. A third is built around a 
black and gold pillar, which introduces 
another note of harmonious color con- 
trast. 

Though there are many features com- 
mon to both the offices of the Integrity 
Trust Company and the Broadway 
bank, the latitude permitted by the use 
of modern designs has made it possible 
for the architect to give each a distinc’ 
tive touch. 








HE state governments of the 
[Gai States have a total bonded 

indebtedness of $2,142,007,491, or 
$17.84 per capita, according to the fifth 
national survey of state debts just com- 
pleted by the Bank of America, N. A., 
New York. Since January, 1928, the 
indebtedness has increased $170,653,- 
324, or 8.6 per cent., while the per 
capita debt has risen $1.23, or 7.4 per 
cent., and the findings show that twenty 
states are responsible for this recent 
debt expansion. 

Half of this huge debt has been in- 
curred since 1922 and although the 
eighteen months’ period from January, 
1928, to July, 1929, witnessed the is- 
suance of approximately $257,000,000 
worth of new bonds as compared with 
redemptions of only $86,000,000, the 
rate of debt increase has not been as 
rapid as in years immediately preceding. 

In studying the purposes for which 
states have incurred this huge indebted- 
ness the bank found that 50 per cent. 
of the total debt outstanding was ac- 
counted for by highway and bridge con- 
struction. Only 34 per cent. of the 
debt in 1922 represented expenditures 
for highways, but the demands for this 
purpose have risen steadily and of the 
total debt increase of $170,653,324 
since January, 1928, highways are re- 
sponsible for 99.3 per cent. It is also 


significant that of this recent increase 
65 per cent. represents highway bonds 
issued by seven Southern states. 

The second most important purpose 
for which states have contracted bonded 








Indebtedness of State Governments 
Shown in Bank Survey 


November Underwriting Slumps 


EW public financing in the 
United States during the eleven 
months to November 30, 1929, 
excluding domestic and Canadian munic- 


ipal issues, aggregated $5,920,260,000 as 


debts is payment of soldiers’ bonuses. 
The total for this purpose stands at 
$272,086,260, or 12.7 per cent. of the 
entire debt, but is being reduced steadily. 
Waterways and harbors account for 
$231,055,800, or 10.8 per cent. of the 
debt outstanding. Only $37,743,742, 
or 1.8 per cent., was incurred for edu- 
cational purposes. 

Five states have obligations of more 
than $100,000,000 and these are, in the 
order of their debt: New York, $355,- 
223,000; Illinois, $201,286,500; North 
Carolina, $165,342,600; Massachusetts, 
$125,217,662, and California, $121,- 
176,500. On a per capita basis the 
ranking is quite different. South Da- 
kota has been reducing her debt but 
still leads with $80.89. Oregon follows 
with a debt of $68.71 for every man, 
woman and child in the state and others 
having a large per capita debt are: 
North Carolina with $56.27, North Da- 
kota with $52.02 and Delaware with a 
per capita debt of $50.62. Florida, 
Kentucky, Nebraska and Wisconsin 
have no bonded debt. 

The Pacific group of states, compris- 
ing Washington, Oregon and Cali- 
fornia, have the highest per capita debt 
of any section, the Bank of America 
finds by grouping according to geo- 
graphical areas of the country. The 
New England states have the second 
highest per capita debt and the lowest 
is found in the Mountain group. Six 
of the nine groups have increased their 
per capita debt since January, 1928. 





compared with $5,687,831,000 for the 
came period of 1928. There was a 
sharp falling off in new public offerings 
during November due to the stock 
market crash. What little financing was 
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done comprised almost entirely domestic 
and Canadian municipal offerings and 
offerings of stocks against rights pro- 
posed before the collapze in the market. 
There were numerous cases of rights 
being withdrawn or extended because 
market prices dropped to levels below 
or close to those at which stockholders 
were privileged to subscribe. 

There was a noticeable ab:zence of 
financing by investment trusts during 
November. This is not surprising in 
view of the market action of many of 
these companies in the recent break, and 
judging from current reports some of 
them suffered substantial losses. Failure 
to diversify holdings sufficiently and the 
borrowing of money from banks or 
through bond issues were outstanding 
mistakes made by the managers of some 
investment trusts. One instance has 
come to light of a collateral trust bond 
issue being declared due and payable 
for failure of the issuing trust to main- 
tain necessary collateral value. The 
trustees demanded payment and the 
company was forced to liquidate sufh- 
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cient of its holdings to pay off principal 
and interest of the bonds. 

Returning to the financing this year 
to November 30, we find that Harris, 
Forbes & Co., appeared as head of 
syndicate offerings totaling $362,658,500 
and continued to lead in this respect. 
Dillon, Read & Co., heading $232,986,- 
668 has moved up to second place while 
the National City Company has dropped 
to third place in syndicates headed with 
an aggregate of $232,594,736 but still 
accounts for the largest total of syndi- 
cate head or participant with $913,878,- 
736. Lee, Higginson & Co. has stayed 
in fourth place with $205,672,696 to 
its credit as syndicate head. 

An analysis of financing for the 
eleven months shows that the financial 
and investment trust group leads with 
$2,135,175,000; public: utility financing 
follows with $994,878,000 while real 
estate offerings rank third with $381,- 
700,000 and the oil industry ranks 
fourth with $371,719,000. 

These figures were compiled under 
the supervision of Otto P. Schwarzschild, 
editor of “American Underwriting 
Houses and Their Issues,” New York. 


Manhattan Company Statement 


TATEMENT of the 
S Company group, of New York, 
1929, just 
total resources of the 


Manhattan 


as of December 31, 
issued, shows 
Manhattan Company, which is the 
group holding company, of $139,113,- 
267. This compares with $44,822,000 
on December 31, 1928, and with $65,- 
000,000 on July 1, 1929, which at that 
time included also the figures of the 
International Acceptance Bank, Inc., 
and the International Manhattan Com- 
pany, Incorporated. The group now 
includes the Bank of Manhattan Trust 
Company, International Acceptance 
Bank, Inc., International Manhattan 
Company, Incorporated, and the New 
York Title & Mortgage Company. The 
New York Title & Mortgage Company, 
more than 80 per cent. of whose stock 
is owned by the Manhattan Company, 


in turn owns the American Trust Com- 
pany of New York and the County 
Trust Company of White Plains, N. Y. 
Aggregate resources of the group, as of 
December 31 statements, amount to 
$796,929,497 and total deposits to 
$5 10,673,776. 

Bank of Manhattan Trust Company 
devotes itself entirely to domestic bank- 
ing business; International Acceptance 
Bank, Inc., to foreign business; Inter- 
national Manhattan Company, Incor- 
porated, to the issuing of securities and 
a general investment business; and the 
New York Title & Mortgage Company 
to the mortgage and title business. 

Paul M. Warburg is chairman of the 
board of the holding company; J. 
Stewart Baker, chairman of the execu’ 
tive committee; and P. A. Rowley, 
president. 











OME day you will be 
putting up a new 
building or remodeling 
your present quarters — 


Anyhow, you will want to read THE 
FUNDAMENTALS OF GOOD BANK 
BUILDING by Alfred Hopkins, the 
well-known bank building specialist. 
This book is a complete treatise on 
the subject, profusely illustrated and 
beautifully printed. You owe it to 
your bank to read 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 





ORDER BLANK 


" 
Send for BANKERS PUBLISHING COMPANY 
71 Murray Street, New York 
a copy You may send me postpaid for examination “The Funda- | 
mentals of Good Bank Building,” by Alfred Hopkins. 
Within five days after its receipt I will send you $7.50 in 
on full payment or return the book. 
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BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


THE BANK AND Its Directors. By 
Craig B. Hazlewood. New York: 
Ronald. $3.65. 


BANK ADMINISTRATION. By H. N. 
Stronck. Chicago: Rand McNally. 
$5.15. 

DECLINING bank profits have brought 
about a great interest in bank manage- 
ment. Conferences on bank manage- 
ment, beginning with a meeting of mid- 
western bankers in Chicago last winter, 
are being held throughout the United 
States, and the problems of management 
were discussed at the bankers’ conven- 
tions last year. In these two volumes 
the subject of bank management, while 
approached from somewhat different 
angles, is paramount. 

Mr. Hazlewood has considered the 
subject from the point of view of the 
bank director. “If even half the direc- 
tors of the banks in this country were 
to begin tomorrow actively to co- 
operate in building up their banks and 
to participate in their management,” he 
says, “the beneficial results would be im- 
measurable.” 

To aid them in the co-operation he 
advocates, Mr. Hazlewood has included 
in his book the fundamental principles 
of profitable bank management, which 
may also be read to advantage by the 
bank executive. He gives comparative 
statistics and tabulations for all major 
items of banking expense and income 
for institutions of varying size. As vice- 
president of the First National Bank 
and the Union Trust and Savings Bank, 
and chairman of the board of the Lake 
Shore Trust and Savings Bank, of Chi- 
cago, Mr. Hazlewood is well armed 
with practical experience, but to his own 
knowledge he has added examples of 
good bank management and specific sug- 
gestions culled from banks all over the 
country. 

The book contains 250 pages and is 
illustrated with a number of charts and 
tables. 

Mr. Stronck, on the other hand, has 
written for bank executives and, al- 
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though his book contains some theoret- 
ical material, it also contains a large 
amount of practical information. 

As a professional bank management 
engineer Mr. Stronck has for a number 
of years conducted management analyses 
and prepared organization plans for 
banks, as well as gathering and dis- 
seminating data for a number of state 
bankers’ associations. At the Mississippi 
Valley conference on bank management, 
mentioned above, Mr. Stronck led the 
meetings, while the conference was held 
at the instance of Mr. Hazlewood, then 
president of the American Bankers As- 
sociation. 

J. W. Pole, formerly Comptroller of 
the Currency, to whom the book is 
dedicated, sums up its worth in the 
following words: “The successful in- 
vestment of capital requires a remark- 
able degree of prudence and intelligence. 
These qualities can be best utilized by 
the creation of an administrative or- 
ganization in keeping with the larger 
responsibilities which are being assumed, 
not the least important of which is the 
proper co-ordination of the various de- 
partments and activities. The many 
complex factors which are engaging the 
thought of those who are absorbed in 
this broader field of banking will un- 
doubtedly be clarified and simplified, in 
this work by Mr. Stronck, than whom 
there is no better authority on bank 
administration.” 

Bank Administration contains 230 
pages, with a reference summary and 
numerous illustrative diagrams and 
charts. 


NEW BOOKS 


INTRODUCTION TO BUSINESS MANAGE- 
MENT. By Herbert Grant Stockwell. 
New York; Harper. $4.15. 

Mexico’s Capacity To Pay. By G. 
Butler Sherwell. New York. 


PracticaL Economics. By Henry P. 
Shearman. New second edition. New — 
York: McGraw-Hill. $3.15. 





